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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 575 


FREEDOM OF INFORMATION ACT 
Release No. 51/March 10, 1977 


GOVERNMENT IN THE SUNSHINE 


Public Observation of Commission Meetings; Infor- 
mation and Requests, and Related Matters 

(File No. S7-64; Effective date of rules: March 12, 
1977) 


The Securities and Exchange Commission toda 
announced final rulemaking action to implement the 
Government in the Sunshine Act, 5 U.S.C. 552b, 
(“Sunshine Act’’) which has, as its principal provis- 
ion, the requirement that, unless exempt, ‘‘every 
portion of every meeting of an agency shall be 
open to public observation.” 5 U.S.C. 552b(b). 
Except as specifically described below, the rules 
today announced are identical to the proposals on 
which public comment was solicited in Securities Act 
Release No. 5802 (Feb. 2, 1977), 11 SEC Docket 
1610 (Feb. 15, 1977), 42 FR 6827 (Feb. 4, 1977).' 
The Commission has reviewed these proposals, and 
the public comment received thereon, and has 
concluded that, with minor ‘modifications, the 
proposed rules will fully implement both the letter 
and spirit of the Sunshine Act while at the same 
time protecting the Commission’s need, in order 
properly and fairly to discharge its responsibilities 
under the federal securities laws, to prevent public 
disclosure of certain information. The rules today 
announced shall take effect on March 12, 1977.2 


The rules herein amend Subpart A (entitled ‘’Organiza- 
tion and Program Management’) and Subpart D 
(entitled ‘Information and Requests’’) of the Com- 
mission’s existing rules in Part 200 of 17 CFR. 
In addition, the Commission has created a new 
Subpart B (entitled ‘Disposition of Commission Busi- 
ness”) and a new Subpart | (entitled ‘Regulations 
Pertaining to Public Observation of Commission 
Meetings’’).? A brief synopsis of these rules appears 
in Securities Act Release No. 5802, supra, and refer- 
ence should be made thereto. 


The full text of the rules is appended to this release. 
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A summary of the changes which the Commission 
has made in the proposals is set forth below. 
§200.42(b)(2) — This paragraph provides that the 
open meetings requirements of 
Subpart | of the Commission's 
rules are inapplicable to duty 
officer action, whether or not the 
duty officer consults with other 
members of the Commission. The 
word “‘individually’’ has been 
added to make clear that only 
duty officer consultation with 
individual other members of the 
Commission does not constitute 
a meeting as defined in 5 U.S.C. 
552b(a)(2). 

§200.80(b)(2) — The introductory phrase has been 
amended to conform to the 
language of 5 U.S.C. 552(b)(2). 
A parallel change has been made 
in §200.402(a)(2). 

§200.401(f) — The phrase ‘more probable than 
not’ has been added to the 
definition of the term “‘likely to” 
in order that the language of the 
definition will more closely parallel 
the understanding of that term as 
reflected in the Conference Report 
on the Sunshine Act, H.R. Rep. 
No. 94-1441, 94th Cong. 2d Sess. 
at 15 (1976). 





'See also Securities Act Release No. 5805 (Feb. 16, 
1977) 42 FR 10698. 


2Since the rules published in Release No. 33-5802 
and today adopted are designed simply to be inter- 
pretive of the requirements of the Sunshine Act, 
these rules are not subject to the provision in 5 
U.S.C. 553(d) requiring 30 days advance notice prior 
to the effective date of a substantive agency rule. 
In any event, however, pursuant to 5 U.S.C. 553 
(d)(3), the Commission hereby finds, in view of the 
fact that the Sunshine Act takes effect on March 12, 
1977, that good cause exists for omitting the 30 day 
notice provided in 5 U.S.C. 553(d). 


3The Sunshine Act also establishes certain standards 
regarding ex parte communications in on-the-record 
agency proceedings. Accordingly, the Commission 
has, in Securities Act Release No. 5815 (March 10, 
1977), amended its existing Code of Behavior Govern- 
ing Ex Parte Communications Between Persons Out- 
side the Commission and Decisional Employees (17 
CFR pt. 200, subpt. F) to conform to 5 U.S.C. 
557(d), enacted by the Sunshine Act. 





§200.402(a)(5)(i) - This clause has been amended to 
conform to the language in clauses 
(ii) and (iii) with respect to dis- 
cussions which involve accusing 
any person of a crime. 


- This clause, which authorizes the 
Commission to close meetings 
concerning the referral of Com- 
mission files to other law enforce- 
ment bodies, has been amended to 
include discussion involving 
whether to ‘transmit or disclose’ 
files to such agencies. Upon oc- 
casion, other agencies or depart- 
ments receive authorization to in- 
spect Commission files without tak- 
ing physical possession thereof, 
and the Commission wishes to 
make clear that discussion con- 
cerning such authorization is 
closable. 

This subsection has been amended 
to add the provision, required by 
5 U.S.C. 552(e)(1), that, in certain 
circumstances, action to omit the 
one-week advance notice of Com- 
mission meetings must be “by a 
recorded vote.” 


§200.402(a)(5) (iv) 


§200.403(b) — 


Several other points which, the Commission has con- 
cluded, do not warrant any amendments to the 
proposals merit brief discussion. First, the use of the 
word ‘‘generically’’ in the phrase ‘‘generically or 
specifically’ in 8200.404(b)(2), which provides that the 
Commission will announce the persons expected to 
attend certain closed meetings, is intended simply to 
permit the Commission to refrain from identifying by 
name all members of its own staff who might attend 
such a meeting. The Commission believes that the 
personal privacy and safety of staff members, coupled 
with the difficulty of predicting which of its employees 
are likely to attend, justify a provision of this nature. 
The Commission does not intend that the specific 
identity of persons not employed by the Commission 
would be omitted from announcements of closed 
meetings, in the unlikely event that attendance by 
such individuals is expected, except under unusual 
circumstances. 


Second, the Commission recognizes that, in several 
of its Sunshine and FOIA rules, it has expressly 


exempted records, or discussions concerning records, | Observation of Commission Meetings,’’ respectively — 


received from securities industry self-regulatory organi- — 


zations. See, e.g., amended 17 CFR 200.80(b), 
(b)(7), (b)(8) and proposed 17 CFR 200.402(a), 
(a)(5)(iv), (a)(7), (a)(8), and (a)(9){ii). In general, the 
purpose of these amendments is to make explicit 
the Commission’s long-standing practice of protecting 
the confidentiality of investigatory, examination, and 


other records received from self-regulatory organiza- 
tions, to the same extent that Commission Records 
of a similar nature would be withheld from the public. 
For example, investigatory records, whether generated 
by the Commission’s staff or obtained from a self- 
regulatory organization, will not generally be made 
public if disclosure would interfere with enforcement 
proceedings, constitute an unwarranted invasion of 
personal privacy, or may otherwise be withheld under 
the Freedom of Information Act. The Commission 
stresses, however, that these amendments and pro- 
posals should not be construed as suggesting that 
self-regulatory organizations are themselves 
“agencies” within the meaning of the Administrative 
Procedure Act, including the FOIA and Sunshine 
Acts. The inclusion of references to self-regulatory 
organization rules in the Commission’s exemptions is 
a consequence of the obligations of self-regulatory 
organizations to aid in the enforcement of certain 
provisions of the federal securities laws, the statutory 
relationship between the Commission and _ those 
entities and of the attendant need to insure the 
free flow of information between the Commission and 
the self-regulatory bodies. 


Further, with regard to 17 CFR 200.403(c)(2), which 
permits the Commission to delete from its agenda 
particular matters without prior notice, the Commis- 
sion does not intend that this provision will be invoked 
as to items previously announced for consideration 
at a meeting open to the public except in extraord- 
inary circumstances. The Commission recognizes that 
members of the public may arrange to attend particu- 
lar open meetings, and will make every effort to afford 
reasonable notice of any alterations in previously 
noticed open meetings should such alterations be 
necessary. In the case, however, of closed meetings, 
the Commission believes it important that it retain a 
measure of flexibility to respond to contingencies 
requiring the omission or rescheduling of agenda 
items. Since the public would not, in any event, 
be in attendance at such meetings, the Commission 
does not believe that 8200.402(c)(2) will inconvenience 
interested persons. 


Finally, in adopting these rules, the Commission re- 
emphasizes the caveat in Release No. 5802 that the 
sole purpose of proposed new Subparts B and | of 
the Commission’s rules — “Disposition of Commis- 
sion Business’ and ‘‘Regulations Pertaining to Public 


is the implementation of the Sunshine Act. These 
rules are not intended to confer new rights, apart from 
those expressly conferred by the Act, nor to open to 
those who disagree with particular Commission 
decisions new avenues of attack — not available 
under existing law — upon Commission action for the 
protection of investors. Accordingly, the rules herein 
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should be interpreted in light of the purposes and 
terms of the Sunshine Act. 


Similarly, the Commission also stresses that the ex- 
panded right to observe Commission meeting (and the 
possibility of obtaining transcripts or recordings of 
discussion at closed meetings) should not be viewed 
as creating new grounds for challenging the basis 
and rationale for Commission action. Observations 
made by individual members of the Commission 
during the course of deliberations may not neces- 
sarily reflect the reasoning underlying the Com- 
mission’s final action on a given matter. Thus, the 
legal sufficiency of Commission action must, as in the 
past, be judged solely on the basis of the action 
itself and any official supporting statement released by 
the Commission — not on the basis of remarks or 
observations made prior thereto. 


The text of the rules which the Commission has 
today adopted, and which take effect on March 12, 
1977, appears below. 
By the Commission. 


George A. Fitzsimmons 
Secretary 


March 10, 1977 

PART 200 — ORGANIZATION;, CONDUCT AND 
ETHICS; AND INFORMATION AND REQUESTS 

1. Section 200.21 of Subpart A of Title 17 CFR 
is amended by adding the following to 8200.21 to 
read as follows: 


Subpart A — Organization and Program Management 


§200.21 The General Counsel. 


7 * * * * 


The General Counsel is also responsible for publicly 
certifying, pursuant to 8200.406, that, in his or her 
opinion, particular Commission meetings may properly 


be closed to the public. In the absence of the 
General Counsel, the most senior Associate General 
Counsel available shall be deemed the General Counsel 
for purposes of 8200.406. In the absence of the 
General Counsel and every Associate General Counsel 
the most senior Assistant General Counsel available 
shall be deemed the General Counsel for purposes of 
§200.406. In the absence of every Associate General 
Counsel and every Assistant General Counsel, such 
attorneys as the General Counsel may designate (in 
such order of succession as the General Counsel 
directs) shall exercise the responsibilities imposed 
by 8200.406. 
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2. New Subpart B is added to Part 200 to read as 
follows: 


Subpart B — Disposition of Commission Business 


Sec. 
200.40 Joint disposition of business by Com- 
mission meeting. 

Disposition of business by seriatim Com- 
mission consideration. 

Disposition of business by exercise of 
authority delegated to individual Com- 
missioner. 


200.41 


200.42 


Subpart B — Disposition of Commission Business 
§200.40. Joint disposition of business by Commission 
meeting. 


Any disposition of Commission business which entails 
joint deliberation among the members of the Com- 
mission shall occur at Commission meetings in accord- 
ance with the definitions and procedures set forth 
in Subpart | of this part. The Commission’s Secre- 
tary shall prepare and maintain a Minute Record 
reflecting the- official action taken at such meetings. 


§200.41 Disposition of business by seriatim Com- 
mission consideration. 


(a) Whenever the Commission’s Chairman, or the 
Commission member designated as duty officer pur- 
suant to 8200.42, is of the opinion that joint delibera- 
tion among the members of the Commission upon 
any matter is unnecessary in light of the nature of 
the matter, impracticable, or contrary to the re- 
quirements of agency business, but is of the view 
that such matter should be the subject of a vote of 
the Commission, such matter may be disposed of by 
circulation of any relevent materials concerning the 
matter to at least that number of Commission 
members necessary to take action thereon. Each 
participating Commission member shall report his or 
her vote to the Secretary, who shall record it in the 
Minute Record of the Commission. 


(b) Whenever any member of the Commission so 
requests, any matter circulated for disposition pur- 
suant to 8200.41(a) shall be withdrawn from circu- 
lation and scheduled instead for joint Commission 
deliberation. 


8200.42 Disposition of business by exercise of 
authority delegated to individual Commissioner. 


(a) Delegation to duty officer. (1) Pursuant to the 
provisions of Pub. L. No. 87-592.76 Stat. 394, as 
amended by Section 25 of Pub. L. 94-29.89 Stat. 163, 
the Commission hereby delegates to an_ individual 





Commissioner, to be designated as the Commission's 
“duty officer’ by the Chairman of the Commission 
(or by the Chairman's designee) from time to time, 
all of the functions of the Commission; Provided, 
however, That no such delegation shall authorize 
the duty officer (i) to exercise the function of rule- 
making, as defined in the Administrative Proce- 
dure Act of 1946, as codified, 5 U.S.C. 551, et 
seq., with reference to general rules as distinguished 
from rules of particular applicability; (ii) to make 
any rule, pursuant to section 19(c) of the Securities 
Exchange Act of 1934; or (iii) to preside at the 
taking of evidence as described in section 7(a) of 
the Administrative Procedure Act, 5 U.S.C. 556(b). 


(2) To the extent feasible, the designation of a 
duty officer shall rotate, under the administration of 
the Secretary, on a regular weekly basis among the 
members of the Commission other than the Chair- 
man. 


(b) Exercise of duty officer authority. (1) The 
authority delegated by this rule shall be exercised 
when, in the opinion of the duty officer, action is 
required to be taken which, by reason of its urgency, 
cannot practicably be scheduled for consideration at 
a Commission meeting. After consideration of a 
staff recommendation involving such a matter, the 
duty officer shall forthwith report his or her action 
thereon to the Secretary. 


(2) In any consideration of Commission business 
by a duty officer, the provisions of Subpart | herein, 
§200.400 et seq., shall not apply, whether or not 
the duty officer, in exercising his or her authority, 
consults with, or seeks the advice of, other members 
of the Commission individually. 


(c) Commission affirmation of duty officer action. 
(1) Any action authorized by a duty officer pur- 
suant to §200.42(a) shall be either (i) circulated to 
the members of the Commission for affirmation 
pursuant to 8200.41; or (ii) scheduled for affirmation 
at a Commission meeting at the earliest practicable 
date consistent with the procedures in Subpart I. 


(2)(i) The Commission may, in its discretion, at any 
time review any unaffirmed action taken by a duty 
officer, either upon its own initiative or upon the 
petition of any person affected thereby. The vote of 


any one member of the Commission, including 
the duty officer, shall be sufficient to bring any such 
unaffirmed action taken by a duty officer before the 
Commission for review. 


(ii) A person or party adversely affected by any 
unaffirmed action taken by a duty officer shall be 
entitled to seek review by the Commission of the 
duty officer’s unaffirmed actions, but only in the event 


that the unaffirmed action by the duty officer (A) 
denies any request for action pursuant to sections 
8(a) or 8(c) of the Securities Act of 1933, or the 
first sentence of section 12(d) of the Securities 
Exchange Act of 1934; (B) suspends trading in a 
security pursuant to section 12(k) of the Securities 
Exchange Act of 1934; or (c) is pursuant to any 
provision of the Securities Exchange Act of 1934 in 
a case of adjudication, as defined in section 551 
of Title 5, United States Code, not required by 
that Act to be determined on the record after 
notice and opportunity for hearing (except to the 
extent there is involved a metter described in sec- 
tion 554(a) (1) through (6) of Title 5, United States 
Code). 


(3) Affirmed or unaffirmed action taken by the duty 
officer shall be deemed to be, for all purposes, the 
action of the Commission unless and until the Com- 
mission directs otherwise. Rule 26 of the Com- 
mission's rules of practice, 17 CFR 201.26, shall not 
apply to duty officer action. 


Subpart D — Information and Requests 


3. Section 200.80 of Subpart D of Part 200 is 
amended as follows: Paragraph (a)(1)(v) is amended; 
paragraph (a)(1)(vi) is added; and paragraphs (b) 
(2), (3), (4), and (8) are amended to read as 
follows: 


§200.80 Commission records and informations. 


(a)(1) Information published in the FEDERAL REGIS- 
Tene 


(v) Each amendment, revision, or repeal of the fore- 
going; and 


(vi) The notice of Commission meetings described 
in §200.403, but only to the extent, and under the 
conditions, specified in §200.403. 


* a * 


(b) Nonpublic matters. * * * 


(2) Related solely to the internal personnel rules and 
practices of the Commission or any other agency, 
including, but not limited to: 


(i) Operation rules, guidelines, and manuals of pro- 
cedure for investigators, attorneys, accountants, and 
other employees other than those which establish 
legal requirements to which members of the public 
are expected to conform; or 


(ii) Hiring, termination, promotion, discipline, com- 
pensation, or reward of any Commission employee or 
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member, the existence, investigation, or disposition 
of a complaint against any Commission employee or 
member, the physical or mental condition of any Com- 
mission employee or member, the handling of strictly 
internal matters, matters which would tend to infringe 
on the privacy of the staff or members of the Com- 
mission, or similar subjects. 


(3) Specifically exempted from disclosure by statute 
(other than 5 U.S.C. 552): Provided, That such 
statute (i) requires that the matters be withheld from 
the public in such a manner as to leave no dis- 
cretion on the issue, or (ii) establishes particular 
criteria for withholding or refers to particular types 
of matters to be withheld. 


(4) Disclose trade secrets and commercial or financial 
information obtained from a person and privileged 
or confidential, including, but not limited to: 


* * * * 


(7)(i) Investigatory records compiled for law enforce- 
ment purposes to the extent that the production of 
such records would: (A) Interfere with enforcement 
activities undertaken or likely to be undertaken by the 
Commission or the Department of Justice, or any 
United States Attorney, or any federal, state, local, 
or foreign governmental authority, any professional 
association, or any securities industry self-regulatory 
organization; (B) deprive a person of a right to a 
fair trial or an impartial adjudication; (C) constitute 
an unwarranted invasion of personal privacy; (D) dis- 
close the identity of a confidential source and, in 
the case of a record compiled by a criminal law 
enforcement authority in the course of a criminal 
investigation, or by an agency conducting a lawful 
national security intelligence investigation, confidential 
information furnished only by the confidential source; 
or (E) disclose investigative techniques and pro- 
cedures; or (F) endanger the life or physical safety of 
law enforcement personnel. 


(ii) The term “investigatory records’ includes, but is 
not limited to, all documents, records, transcripts, 
evidentiary materials of any nature, correspondence, 
related memoranda, or work product concerning any 
examination, any investigation (whether formal or in- 
formal), or any related litigation, which pertains to, or 
may disclose, the possible violation by any person 
of any provision of any statute, rule, or regulation 
administered by the Commission, by any other 
federal, state, local, or foreign governmental authority, 
by any professional association, or by any securities 
industry self-regulatory organization. The term “‘in- 
vestigatory records’ also includes all written com- 
munications from, or to, any person complaining or 
otherwise furnishing information respecting such 
possible violations, as well as all correspondence or 
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memoranda in connection with such complaints 
or information. 


(8) Contained in, or related to, any examination 
operating, or condition report prepared by, on behalf 
of, or for the use of, the Commission, any other 
federal, state, local, or foreign governmental authority, 
or any securities industry self-regulatory organization, 
responsible for the regulation or supervision of finan- 
cial institutions. 


* * 


4. Add the following sentence to §200.80a. 


§200.80a Appendix A Documentary material available 
to the public. 


MISCELLANEOUS 


* * 


Notices of Commission meetings announced to the 
public as described in 8200.403; announcements of 
Commission action to close a meeting, or any portion 
thereof, as described in 8200.404(b) and 8200.405(c); 
and certifications by the General Counsel, pursuant to 
§200.406, that a Commission meeting, or any portion 
thereof, may be closed to the public. 


5. New Subpart | is added to Part 200 to read as 
follows: 


Subpart | — Regulations Pertaining to Public Observa- 
tion of Commission Meetings 


Sec. 

200.400 
200.401 
200.402 
200.403 
200.404 


Open meetings. 
Definitions. 
Closed meetings. 
Notice of Commission meetings. 
General procedure for determination to 
close meeting. 
Special procedure for determination to 
close meeting. 
Certification by the General Counsel. 
Transcripts, minutes, and other documents 
concerning closed Commission meetings. 
Public access to transcripts and minutes 
of closed Commission meetings; record 
retention. 
Administrative appeals. 
Miscellaneous. 


200.405 


200.406 
200.407 


200.408 


200.409 
200.410 


Subpart | — Regulations Pertaining 
Observation of Commission Meetings 


to Public 





§200.400 Open meetings. 


Except as otherwise provided in this subpart, meetings 
of the Commission shall be open to public observa- 
tion. 


§200.401 Definitions. 
As used in this subpart — 


(a) ‘‘Meeting’’ means the joint deliberations of at 
least the number of individual members of the 
Securities and Exchange Commission required to take 
action on behalf of the Commission where such 
deliberations determine or result in the joint conduct 
or disposition of official Commission business, but 
does not include deliberations required or permitted 
by 8200.41 or 8200.42 (respecting seriatim and duty 
officer disposition of Commission business, respective- 
ly), or by 8200.403, 200.404, or 200.405 (respecting 
whether particular Commission deliberations shall be 
open or closed and related matters). 


“Portion of a meeting’’ means the consideration 
during a meeting of a particular topic or item sep- 
arately identified in the notice of Commission meetings 
described in 8200.403. 


(c) ‘‘Open,’’ when used in the context of a Com- 
mission meeting or a portion thereof, means that the 
public may attend and observe the deliberations of the 
Commission during such meeting of portion of a 
meeting, consistent with the provisions of 8200.410 
(respecting decorum at meetings and other related 
matters). 


(d) ‘‘Closed,”” when used in the context of a Com- 
mission meeting or a portion thereof, means that the 
public may not attend or observe the deliberations 
of the Commission during such meeting or portion 
of a meeting. 


(e) ‘‘Announce,” and ‘‘make publicly available,’’ 
when used in the context of the dissemination of 
information, mean, in addition to any specific method 
of publication described in this subpart, that a docu- 
ment containing the information in question will be 
posted for public inspection in, or adjacent to, the 
lobby of the Commission’s headquarters offices and 
will be available to the public through the Commis- 
sion’s Public Reference Section and the Commission’s 
Office of Public Affairs, all in Washington, D.C. 


(f) The term ‘“‘likely to,” as used in 8200.402, il- 
lustrating the circumstances under which Commission 
meetings may be closed, and the circumstances in 
which information may be deleted from the notice of 
Commission meetings, means that it is more probable 
than not that the discussion of Commission business, 


or publication of information, reasonably could en- 
compass matters which the Commission is authorized, 
by the Government in the Sunshine Act, Pub. L. 94- 
409, as implemented by this subpart, to consider or 
discuss at a closed meeting (or a closed portion of 
a meeting). 


(g) The term “financial institution,’” as used in 
§200.402(a), authorizing the closure of certain Com- 
mission meetings, includes, but is not limited to, 
banks, savings and loan associations, credit unions, 
brokers and dealers in securities or commodities, ex- 
changes dealing in securities or commodities, national 
securities associations, investment companies, invest- 
ment advisers, securities industry self-regulatory or- 
ganizations subject to 15 U.S.C. 78s, and institutional 
managers as defined in 15 U.S.C. 78m(f). 


(h) The term ‘person’ includes, but is not limited 
to, any corporation, partnership, company, associa- 
tion, joint stock corporation, business trust, unincor- 
porated organization, government, political sub- 


division, agency, or instrumentality of a government. 


§200.402 Closed meetings. 


(a) Nonpublic matters. Pursuant to the general or 
special procedures for closing Commission meetings, 
as set forth in 8200.404 or 8200.405, respectively, 
a meeting, or any portion thereof, shall be closed 
to public observation where the Commission deter- 
mines that such meeting, or a portion thereof, 
is likely to — 


(1) Disclose matters specifically authorized under 
criteria established by an executive order to be kept 
secret in the interests of national defense or foreign 
policy, and in fact properly classified pursuant to 
such executive order. 


(2) Relate solely to the internal personnel rules and 
practices of the Commission or any other agency, 
including, but not limited to, discussion concerning 


(i) Operation rules, guidelines, and manuals of pro- 
cedure for investigators, attorneys, accountants, and 
other employees, other than those rules, guidelines, 
and manuals which establish legal requirements to 
which members of the public are expected to con- 
form; or 


(ii) Hiring, termination, promotion, discipline, com- 
pensation, or reward of any Commission employee or 
member, the existence, investigation, or disposition 
of a complaint against any Commission employee 
Or member, the physical or mental condition of any 
Commission employee or member, the handling of 
strictly internal matters, which would tend to in- 
fringe on the privacy of the staff or members of the 


SEC DOCKET/1927 





Commission, or similar subjects. 


(3) Disclose matters specifically exempted from dis- 
closure by statute (other than 5 U.S.C. 562): 
Provided, That such statute requires that the matters 
be withheld from the public in such a manner as to 
leave no discretion on the issue, or establishes 
particular criteria for withholding or refers to particular 
types of matters to be withheld. 


(4) Disclose trade secrets and commercial or financial 
information obtained from a person and privileged or 
confidential, including, but not limited to: 


(i) Information contained in letters of comment in 
connection with resignation statements, applications 
for registration or other material filed with the Com- 
mission, replies thereto, and related material which is 
deemed to have been submitted to the Commis- 
sion in confidence or to be confidential at the 
instance of the registrant or person who has filed 
such material unless the contrary clearly appears; and 


(ii) Information contained in any document submitted 
to or required to be filed with the Commission where 
the Commission has undertaken formally or informally 
to receive such submission or filing for its use or 
the use of specified persons only, such as preliminary 
proxy material filed pursuant to Rule 14a-6 under the 
Securities Exchange Act (17 CFR 240.14a-6), reports 
filed pursuant to Rule 316(a)), under the Securities 
Act (17 CFR 230.316(a)), agreements filed pursuant to 
Rule 15c3-1 under the Securities Exchange Act, 17 
CFR 240.15c3-1, schedules filed pursuant to Part 1 of 
Form X-17A-5 (17 CFR 249.617) in accordance with 
Rule 17a5(b)(3) under the Securities Exchange Act 
(17 CFR 240.17a-5(b)(3), statements filed pursuant to 
Rule 17a-5(k)(1) under the Securities Exchange Act 
(17 CFR 240.17a-5(k)(1), confidential reports filed 
pursuant to Rules 17a-9, 17a-10, 17a-12 and 17a-16 
under the Securities Exchange Act (17 CFR 240. 
17a-9, 240.17a-10, 17a-12, and 240.17a-16), and any 
information filed with the Commission and confiden- 
tial pursuant to section 45 of the Investment Com- 
pany Act of 1940, 15 U.S.C. 80a-44, or Rule 45a-1 
thereunder (17 CFR 270.45a-1); and 


(iii) Information contained in reports, summaries, 
analyses, letters, of memoranda arising out of, in 
anticipation of, or in connection with, an examination 
or inspection of the books and records of any person 
or any other investigation. 


(5) Involve accusing any person of a crime, or formally 
censuring any person, including, but not limited to, 
consideration of whether to: 


(i) Institute, continue, or conclude administrative 
proceedings or any formal or informal investigation or 
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inquiry, whether public or nonpublic, against or 
involving any person, alleging a violation of any 
provision of the federal securities laws, or the rules 
and regulations thereunder, or any other statute or 
rule a violation of which is punishable as a crime; 
or 


(ii) Commence, participate in, or terminate judicial 
proceedings alleging a violation of any provision of 
the federal securities laws, or the rules and regu- 
lations thereunder, or any other statute or rule a 
violation of which is punishable as a crime; or 


(iii) Issue a report or statement discussing the conduct 
of any person and the relationship of that conduct 
to possible violations of any provision of the federal 
securities laws, or the rules and regulations there- 
under, or any other statute or rule a violation of 
which is punishable as a crime; or 


(iv) Transmit, or disclose, with or without recom- 
mendation, any Commission memorandum, file, docu- 
ment, or record to the Department of Justice, a 
United States Attorney, any federal, state, local, 
or foreign governmental authority, any professional 
association, or any securities industry self-regulatory 
organization, in order that the recipient may consider 
the institution of proceedings against any person 
or the taking of any action that might involve 
accusing any person of a crime or formally censuring 
any person; or 


(v) Seek from, act upon, or act jointly with respect 
to, any information, file, document, or record where 
such action could lead to accusing any person of a 
crime or formally censuring any person by any entity 
described in paragraph (a)(5)(iv) of this section. 


(6) Disclose information of a personal nature, where 
disclosure would constitute a clearly unwarranted 
invasion of personal privacy. 


(7)(i) Disclose investigatory records compiled for 
law enforcement purposes, or information which, if 
written, would be contained in such records, to the 
extent that the production of such records would: 
(A) Interfere with enforcement activities undertaken, 
or likely to be undertaken, by the Commission or 
the Department of Justice, or any United States 
Attorney, or any federal, state, local, or foreign gov- 
ernmental authority, any professional association, or 
any securities industry self-regulatory organization; 
(B) deprive a person of a right to a fair trial 
Or an impartial adjudication; (C) constitute an 
unwarranted invasion of personal privacy; (D) disclose 
the identity of a confidential source and, in the 
case of a record compiled by a criminal law enforce- 
ment authority in the course of a criminal investiga- 
tion, or by an agency conducting a lawful national 





security intelligence investigation, confidential infor- 
mation furnished only by the confidential source; 
(E) disclose investigative techniques and procedures; 
or (F) endanger the life or physical safety of law en- 
forcement personnel. 


(ii) The term “investigatory records” includes, but is 
not limited to, all documents, records, transcripts, 
evidentiary materials of any nature, correspondence, 
related memoranda, or work product concerning any 
examination, any investigation (whether formal or in- 
formal), or any related litigation, which pertains to, 
or may disclose, the possible violation by any person 
of any provision of any statute, rule, or regulation 
administered by the Commission, by any other federal, 
state, local, or foreign governmental authority, by 
any professional association, or by any securities 
industry self-regulatory organization. The term ‘‘in- 
vestigatory records’ also includes all written com- 
munications from, or to, any person complaining 
or otherwise furnishing information respecting such 
possible violations, as well as all correspondence or 
memoranda in connection with such complaints or 
information. 


(8) Disclose information contained in, or related to, 
any examination, operating, or condition report 
prepared by, on behalf of, or for the use of, 
the Commission, any other federal, state, local, or 
foreign governmental authority, or any securities 
industry self-regulatory organization, responsible for 
the regulation or supervision of financial institutions. 


(9) Disclose information the premature disclosure of 
which would be likely to 


(i)(A) Lead to significant financial speculation in 
currencies, securities, or commodities, including, but 
not limited to, discussions concerning the proposed 
or continued suspension of trading in any security, or 
the possible investigation of, or institution of 
activity concerning, any person with respect to 
conduct involving or affecting publicly-traded 
securities, or (B) Significantly endanger the stability 
of any financial institution; or 


(ii) Significantly frustrate the implementation, or the 
proposed implementation, of action by the Com- 
mission, any other federal or state governmental 
authority or agency, or any securities industry self- 
regulatory agency: Provided, however, That this sub- 
division (ii) shall not apply in any instance where the 
Commission has already disclosed to the public the 
precise content or nature of its proposed action, or 
where the Commission is expressly required by law 
to make such disclosure on its own initiative prior 
to taking final agency action on such proposal. 


(10) Specifically concern the Commission's considera- 


tion of, or its actual: issuance of a subpoena 
(whether by the Commission directly or by any 
Commission employee or member); participation in a 
civil action or proceeding, an action in a foreign 
court or international tribunal, or an arbitration; 


or initiation, conduct, or disposition of a particular 
case of formal adjudication pursuant to the procedures 
in 5 U.S.C. 554, or otherwise involving a determina- 
tion on the record after opportunity for a hearing; 
including, but not limited to, matters involving 


(i) The institution, prosecution, adjudication, dis- 
missal, settlement, or amendment of any administra- 
tive proceeding, whether public or nonpublic; or 


(ii) The commencement, settlement, defense, or 
prosecution of any judicial proceeding to which the 
Commission, or any one or more of its members or 
employees, is or may become a party; or 


(iii) The commencement, conduct, termination, status, 
or disposition of any inquiry, investigation, or 
proceedings to which the power to issue subpoenas 
is, Or may become, attendant; or 


(iv) The discharge of the Commission's responsibilities 
involving litigation under any statute concerning the 
subject of bankruptcy; or 


(v) The participation by the Commission (or any 
employee or member thereof) in, or involvement 
with, any civil judicial proceeding or any administrative 
proceeding, whether as a party, as amicus curiae, 
or otherwise; or 


(vi) The disposition of any application for a Com- 
mission order of any nature where the issuance of 
such an order would involve a determination on the 
record after opportunity for a hearing. 


(b) /nterpretation of exemptions. The examples set 
forth §200.402(a)(1) through (10) of particular matters 
which may be the subject of closed Commission 
deliberations are to be construed as illustrative, but 
not as exhaustive, of the scope of those exemptions. 


(c) Public interest determination. Notwithstanding the 
provisions of 8200.402(a) (concerning the closing of 
Commission meetings), but subject to the provisions 
of §200.409(a) (respecting the right of certain persons 
to petition for the closing of a Commission meet- 
ing), the Commission may conduct any meeting or 
portion of a meeting in public where the Commission 
determines, in its discretion, that the public interest 
renders it appropriate to open such a meeting. 


(d) Nonpublic matter in announcements. The Com- 
mission may delete from the notice of Commission 
meetings described in 8200.403, from the announce- 
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ments concerning closed meetings described in 
§§200.404(b) and 200.405(c), and from the General 
Counsel's certification described in 8200.404(b) and 
information or description the publication of which 
would be likely to disclose matters of the nature 
described in 8200.402(a) (concerning the closing of 
Commission meetings). 


§200.403 Notice of Commission meetings. 


(a) Content of notice. ‘i) In the case of open 
meetings, or meetings closed pursuant to the pro- 
cedures specified in 8200.404, the Commission shall 
announce the items to be considered. For each such 
item, the announcement shall include: 


(i) A brief description of the generic or precise 
subject matter to be discussed; 


(ii) The date, place, and approximate time at which 
the Commission will consider the matter; 


(iii) Whether the meeting, or the various portions 
thereof, shall be open or closed; and 


(iv) The name and telephone number of the Com- 
mission official designated to respond to requests 
for information concerning the meeting at which the 
matter is to be considered. 


(2) Every announcement of a Commission meeting 
described in this subsection, or any. amended an- 
nouncement described in 8200.403(c), shall be 
transmitted to the FEDERAL REGISTER for publica- 
tion. 


(b) Time of notice. The announcement of Commission 
meetings referred to in 8200.403(a) shall be made 
publicly available (and submitted immediately there- 
after to the FEDERAL REGISTER for publication) 
at least one week prior to the consideration of 
any item listed therein, except where a majority of 
the members of the Commission determine, by a 
recorded vote, that Commission business requires 
earlier consideration of the matter. In the event of 
such a determination, the announcement shall be 
made publicly available (and submitted to the 
FEDERAL REGISTER) at the earliest practicable time. 


(c) Amendments to notice. (1)(i) The time or place 
of a meeting may be changed following any public 
announcement that may be required by 8200.403(a). 
In the event of such action, the Commission shall 
announce the change at the earliest practicable time. 


(ii) The subject matter of a meeting, or the deter- 
mination of the Commission to open or close a 
meeting (or a portion of a meeting), may be changed 
following any public announcement that may be 
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required by 8200.403(a), if (A) a majority of the 
entire membership of the Commission determines, by 
a recorded vote, that Commission business so requires 
and that no earlier announcement of the change was 
possible; and (B) the Commission publicly announces 
such change and the vote of each member upon 


such change at the earliest practicable time. 


(2) Notwithstanding the provisions of this paragraph 
(c), matters which have been announced for Com- 
mission consideration may be deleted, or continued in 
whole or in part to the next scheduled Commission 
meeting, without notice. 


(d) Notice of meetings closed pursuant to a special 
procedure. |n the case of meetings closed pursuant 
to the special procedures set forth in 8200.405, 
the Commission shall make publicly available, in whole 
or in summary form. 


(1) A brief description of the general subject matter 
considered or to be considered, and 


(2) The date, place, and approximate time at which 
the Commission will, or did, consider the matter. 
The announcement described in this subsection shall 
be made publicly available at the earliest practicable 
time, and may be combined, in whole or in part, 
with the announcement described in 8200.403(a). 


NOTE — The Commission intends, to the extent 
convenient, to adhere to the following schedule in 
organizing its weekly agenda. Closed meetings to 
consider matters concerning the enforcement of the 
federal securities laws and the conduct of related 
investigations will generally be held on Tuesdays and 
on Thursday afternoons. An open meeting will gen- 
erally be held each Thursday morning to consider 
matters of any appropriate nature. On Wednesdays, 
either open or closed meetings, or both, will generally 
be held according to the requirements of the 
Commission’s agenda for the week in question. 
Normally, no meetings will be scheduled on Mon- 
days, Fridays, Saturdays, Sundays, or legal holidays. 


The foregoing tentative general schedule is set forth 
for the guidance of the public, but is not, in any 
event, binding upon the Commission. In every case, 
the scheduling of Commission meetings shall be 
determined by the demands of Commission business, 
consistent with the requirements of this Subpart |. 
When feasible, the Commission will endeavor to 
announce the subject matter of all then-contemplated 
open meetings during a particular month at least one 
week prior to the commencement of that month. 


When and if convenient after the conclusion of a 
closed Commission meeting, the Commission will 
endeavor to make publicly available a notice des- 





cribing (subject to the provision in 8200.402(d) 
regarding nonpublic matter in announcements) the 
items considered at that meeting and any action taken 
thereon. 


§200.404 General procedure for determination to close 
meeting. 


(a) Action to close meeting. Action to close a meeting 
pursuant to 8200.402(a) or (c) shall be taken only 
upon a vote of a majority of the entire mem- 
bership of the Commission. A separate vote of the 
Commission members shall be taken with respect to 
each Commission meeting a portion or portions 
of which are proposed to be closed to the public 
pursuant to §8200.402(a), or with respect to any 
information which is proposed to be withheld under 
§200.402(d); Provided, however, That a single vote 
may be taken with respect to a series of meetings, 
a portion or portions of which are proposed to be 
closed, or with respect to any information concerning 
such series of meetings, so long as each meeting 
in such series relates to the same matters and is 
scheduled to be held no more than thirty days after 
the initial meeting in such series. The vote of each 
Commission member participating in such vote shall 
be recorded and no proxies shall be allowed. 


(b) Announcement of action to close meeting. Within 
one day of any vote pursuant to paragraph (a) 
of this section or 8200.409(a) (relating to review of 
Commission determinations to open a meeting), the 
Commission shall make publicly available: 


(1) A written record reflecting the vote of each 
participating member of the Commission on the 
question; and 


(2) In the case of a meeting or portion thereof 
to be closed to the public, a written explanation 
of the Commission's action closing the meeting or a 
portion thereof, together with a list describing gen- 
erically or specifically the persons expected to attend 
the meeting and their affiliation; and 


(3) For every closed meeting, the certification 
executed by the Commission’s General Counsel as 
described in §200.406. 


§200.405 Special procedure for determination to close 
meeting. 


(a) Finding. Based, in part, on a review of several 
months of its meetings, as well as the legislative 
history of the Sunshine Act, the Commission finds 
that a majority of its meetings may properly be 
closed to the public pursuant to 8200.402(a) (4), 
(8), (9)(i), or (10), or any combination thereof. 


(b) Action to close meeting. The Commission may, 
by recorded vote of a majority of its members at 
the commencement of any meeting or portion thereof, 
determine to close any meeting or a portion thereof 
properly subject to being closed pursuant to §200.402 
(a) (4), (8), (9)(i), or (10), or any combination thereof. 
The procedure described in this rule may be utilized 
notwithstanding the fact that a meeting or portion 
thereof properly subject to being closed pursuant to 
§200.402(a) (4), (8), (9)(i), or (10), or any combination 
thereof, could also be closed pursuant to §200.402(a) 
(1), (2), (3), (5), (6), (7), or (9)(ii), or any combination 
thereof. 


(c) Announcement of action to close meeting. \n 
the case of a meeting or a portion of a meeting 
closed pursuant to this rule, as soon as practicable the 
Commission shall make publicly available: 

(1) A written record reflecting the vote of each 
participating member of the Commission to close the 
meeting; and 


(2) The certification described in 8200.406, executed 
by the Commission’s General Counsel. 


§200.406 Certification by the General Counsel. 


For every Commission meeting closed pursuant to 
§200.402(a) (1) through (10), the General Counsel 
of the Commission (or, in his or her absence, the 
attorney designated by General Counsel pursuant to 
§200.21) shall publicly certify that, in his or her 
opinion, the meeting may be closed to the public 
and shall state each relevant exemptive provision. 


§200.407 Transcripts, minutes, and other documents 
concerning closed Commission meetings. 


(a) Record of closed meetings. Except as provided in 
§200.407(b), the Commission’s Secretary shall prepare 
a complete transcript or electronic recording adequate 
to record fully the proceedings of each closed meet- 
ing, or closed portion of a meeting. 


(b) Minutes of closed meetings. \n the case of 
a meeting, or portion of a meeting, closed to the 
public pursuant to 8200.402(a) (8), (9)(i), or (10), 
the Secretary may, in his or her discretion or at 
the discretion of the Commission, prepare either the 
transcript or recording described in 8200.407(a), or a 
set of minutes. Such minutes shall fully and clearly 
describe all matters discussed and shall provide a full 
and accurate summary of any actions taken, and the 
reasons therefor, including a description of each of 
the views expressed on any item and the record of 
any rolicall vote (reflecting the vote of each partici- 
pating Commission member on the question). All 
documents specifically considered by the Commission 
in connection with any action shall be identified if 
such minutes are maintained. 

(c) 


Retention of certificate and statement. The 
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Secretary shall retain a copy of every certification 
executed by the General Counsel pursuant to 
§200.406, together with a statement from the presid- 
ing officer of the meeting, or portion of a-meeting 
to which the certification applies, setting forth the 
time and place of the meeting, and the persons 
present. 


(d) Minute Record. Nothing herein shall affect the 
provisions of §8200.13a and 200.40 requiring the Sec- 
retary to prepare and maintain a Minute Record 
reflecting the official actions of the Commission. 


§200.408 Public access to transcripts and minutes 
of closed Commission meetings; record retention. 


(a) Public access to record. Within twenty days (ex- 
cluding Saturdays, Sundays, and legal holidays) of 
the receipt by the Commission’s Freedom of Infor- 
mation Act Officer of a written request, or within 
such extended period as may be agreeable to the 
person making the request, the Secretary shall make 
available for inspection by any person in the Com- 
mission’s Public Reference Room, the transcript, 
electronic recording, or minutes (as required by 
§ 200.407 (a) or (b) ) of the discussion of any 
item on the agenda, except for such item or items 
as the Freedom of Information Act Officer determines 
to involve matters which may be withheld under 
§ 200.402 or otherwise. Copies of such transcript, 
or minutes, or a transcription of such recording 
disclosing the identity of each speaker, shall be 
furnished to any person at the actual cost of 
duplication, as set forth in § 200.80e, and, if a 
transcript is prepared, the actual cost of such 
transcription. 


(b) Review of deletion from record. Any person 
who has been notified that the Freedom of Infor- 
mation Act Officer has determined to withhold any 
transcript, recording, or minute, or portion thereof, 
which was the subject of a request for access 
pursuant to § 200.402 (a), or any person who has 
not received a response to his or her own request 
within the 20 days specified in 8 200.408 (a), may 
appeal the adverse determination or failure to respond 
by applying for an order of the Commission deter- 
mining and directing that the transcript, recording 
or minute, or deleted portion thereof, be made 
available. Such application shall be in writing and 
shouid be directed to the Secretary, Securities and 
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Exchange Commission, Washington, D.C. 20549. The 
applicant shall state such facts and cite such legal 
or other authorities as the applicant may consider 
appropriate. The Commission shall make a deter- 
mination with respect to any appeal pursuant to 
this subsection within 20 days (excepting Saturdays, 
Sundays and legal public holidays) after the receipt 
of such appeal, or within such extended period as 


may be agreeable to the person making the request. 
The Commission may determine to withhold any 
record that is exempt from disclosure pursuant to 
§ 200.402(a), although it may disclose a record, 
even if exempt, if, in its discretion, it determines 
it to be appropriate to do so. 


(c) Retention of record. The Commission, by its 
Secretary, shall retain a complete verbatim copy of 
the transcript, or a complete copy of the minutes, 
or a complete electronic recording of each meeting, 
or portion of a meeting, closed to the public, for 
a period of at least two years after the conclusion 
of any Commission proceeding with respect to which 


the meeting or portion was held, whichever occurs 
later. 


§200.409 Administrative appeals. 


(a) Review of determination to open meeting. Fol- 
lowing any announcement stating that the Com- 
mission intends to open a meeting or a portion 
thereof, any person whose interests may be directly 
and substantially affected by the disposition of the 
matter to be discussed at such meeting may make 
a request, directed to the Commission’s Secretary, 
that the meeting, or relevant portion thereof, be 
closed pursuant to 8200.402(a) (5), (6), or (7). The 
Secretary shall circulate such a request to the mem- 
bers of the Commission, along with a supporting 
statement provided by the requestor setting forth 
the requestor’s interest in the matter and the reasons 
why the requestor believes that the meeting (or 
portion thereof) should be closed, and the Com- 
mission, upon the request of any one of its mem- 
bers, shall vote by recorded vote on whether to 
close such meeting or portion. 


(b) Review of determination to close meeting. Fol- 
lowing any announcement that the Commission in- 
tends to close a meeting or a portion thereof, any 
person may make written or telegraphic request, 





directed to the Commission’s Secretary, that the 
meeting or a portion thereof be open. Such a 
request shall set forth the requestor’s interest in the 
matter and the reasons why the requestor believes 
that the meeting (or a portion thereof) should be 
open to the public. The Secretary shall circulate such 
a request and supporting statement to the members 
of the Commission, and the Commission, upon the 
request of any one of its members, shall vote 
whether to open such a meeting or a portion 
thereof. 


§200.410 Miscellaneous. 


(a) Unauthorized recordings; maintenance of decorum. 
Nothing in this sub-part shall authorize any member 
of the public to be heard at, or otherwise par- 


ticipate in, any Commission meeting, or to record 
any Commission meeting or portion thereof by elect- 
ronic or photographic devices. The Commission may 
exclude any person from attendance at any meet- 
ing whenever necessary to preserve decorum, or 
where appropriate or necessary for health or safety 
reasons, or where necessary to terminate bshavior 
unauthorized by this subsection. Any person desiring 
to record or photograph an open Commission meet- 
ing may apply to the Commission’s Secretary for 
permission to do so, setting forth the requestor’s 
interest in the matter and the reasons why the 
requestor desires to record or photograph the Com- 
mission’s proceedings. The Commission's determin- 
ation whether or not to permit such conduct shall 
be confided to its exclusive discretion; Provided, 
however, 
person from taking notes at, or publicly or privately 
reporting on, the Commission’s open meetings. 


(b) Suspension of open meeting. Subject to the 
satisfaction of any procedural requirements which may 
be required by this subpart, nothing in this subpart 
shall preclude the Commission from directing that 
the room be cleared of spectators, temporarily or 
permanently, whenever it appears that the discussion 
during an open Commission meeting is likely to 
involve any matter described in 8200.402(a) (respect- 
ing closed meetings). 


(c) Access to Commission documents. Except as 
expressly provided, nothing in this subpart shall 
authorize any person to obtain access to any docu- 


That nothing herein shall preclude any © 


ment not otherwise available to the public or not 
required to be disclosed pursuant to Subpart D. 
Access to documents considered or mentioned at 
Commission meetings may only be obtained sub- 


ject to the procedures set forth in, and the pro- 
visions of, Subpart D. 





SECURITIES ACT OF 1933 
Release No. 5815/March 10, 1977 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 133511/March 10, 1977 


PUBLIC UTILITY HOLDING COMPANY ACT 
OF 1935 


Release No. 19927/March 10, 1977 


TRUST INDENTURE ACT OF 1934 
Release No. 459/March 10, 1977 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9672/March 10, 1977 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 576/March 10, 1977 


CODE OF BEHAVIOR GOVERNING EX PARTE 
COMMUNICATIONS BETWEEN PERSONS OUTSIDE 
THE COMMISSION AND DECISIONAL EMPLOYEES 


File No. S7-682; Comment deadline: April 15, 1977 


The Securities and Exchange Commission today an- 


nounced the adoption, effective immediately, of 
amendments to the Commission’s Code of Behavior 
Governing Ex Parte Communications Between Persons 
Outside the Commission and Decisional Employees, 
17 CFR Part 200, Subpart F. These amendments are 
designed to conform the language of the Com- 
mission’s existing rules governing ex parte com- 
munications to the requirements of Section 4 of the 
Government in the Sunshine Act, Public Law 94-409, 
and do not substantially alter the scope and nature 
of the Commission’s existing rules. Although the 
modifications to Subpart F described herein take ef- 
fect immediately, the Commission is offering an 
opportunity for public comment thereon and, should 
comment reveal the need for further amendments, 
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appropriate action will be considered. ' 
Scope of Subpart F 


As stated above, the amendments announced herein 
are designed solely to conform the language of the 
Commission's existing prohibition against certain ex 
parte communications to Section 4 of the Sunshine 
Act. In that connection, the Commission directs 
special attention to the scope of existing Subpart 
F and of Section 4. The objectives of Subpart F 
are to protect the discharge of the Commission's 
quasi-judicial functions from unfair or improper in- 
fluence and to insure that all participants in such 
proceedings have a fair opportunity to respond to 
the contentions and evidence presented by other 
participants. Pursuant to these objectives, both Sect- 
ion 4 of the Sunshine Act and the Commission's 
rules are narrowly focused. Both prohibit certain 
communications between Commission members or 
decisional employees and interested persons outside 
the agency. The Conference Report on the Sun- 
shine Act, H.R. Rep. No. 94-1441, 94th Cong. 2d 
Sess. at 29 (1976), states, in regard to the scope 
of the prohibitions therein: 


The conferees wish to note the fact that this 
provision [Section 4 (b) of the Sunshine Act] 
and the ex parte provisions of new Section 557(d) 
(as added by this act) in no way prohibit— 


1. any communication with an agency decision- 
making official if not involving a formal ad- 
judicatory proceeding (and a few formal rule- 
making proceedings); or 


2. any communication with a decisionmaking 
official which is not relevant to the merits of 
a covered proceeding; or 


3. any communication with a decisionmaking 
Official in any proceeding at any time if it 
involves only a request for the status of the 
proceedings and is not intended to affect the 
merits; or 


4. any communication at any time with an 
agency official not involved in the decisional 
process. 


Synopsis of Amendments 


The Commission’s amendments to Subpart F affect 
existing Sections 200.111 through 200.114 inclusive 
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of Title 17 of the Code of Federal Regulations. 
Below is a brief description of the changes in 
each of these rules. 


§200.110 — This rule has been amended to indicate 
that the purpose of Subpart F is to conform 
the Commission’s rules to Section 4 of the 
Government in the Sunshine Act. 


§200.111—Rule 111 sets forth the prohibitions ap- 
plicable to certain ex parte communications, 
identifies the proceedings to which the pro- 
hibitions attach, and contains certain definitions. 
Subsection (a) of this rule has been amended 
to conform to new 5 U.S.C. 557(d)(1)(A) and 
(B). As amended, Rule 111(a) prohibits any 
interested person outside the agency from en- 
gaging in an ex parte communication with a 
Commission member or decisional employee rele- 
vant to the merits of an on-the-record proceed- 
ing, and prohibits any Commission member or 
decisional employee from engaging in such a 
communication with an interested person outside 





'Since these amendments deal solely with Commission 
procedure and practice, prior public notice and com- 
ment are not required. See 5U.S.C. 553(b). More- 
over, since the amendments herein are designed 
simply to be interpretive of the requirements of the 
Sunshine Act, which takes effect on March 12, 1977, 
these rules are not subject to the provision in 
5U.S.C. 553(d) requiring 30 days advance notice prior 
to the effective date of a substantive agency rule. 
In any event, however, pursuant to 5 U.S.C. 563(d)(3), 
the Commission hereby finds, in view of the fact 
that these amendments do not significantly alter the 
nature of the procedures set forth in Subpart F, 
and in view of the fact that Section 4 of the Sun- 
shine Act takes effect on March 12, 1977, that 
good cause exists for omitting the 30 day notice 
provided in 5U.S.C. 553(d). 


While the Commission’s rules in Subpart F (as 
amended and previously), apply only to communic- 
ations between Commission members or decisional 
employees and persons outside the agency, in certain 
circumstances other requirements of law or profes- 
sional responsibility might restrict or preclude com- 
munications not encompassed within Subpart F. See, 
e.g., 5U.S.C. 554(d); 17 CFR 200.63; Rule 2 of 
the Regulation Cancerning Conduct of Members and 
Employees and Former Members and Employees of 
the Commission, 17 CFR 200.735-2(b); and ABA Code 
of Professional Responsibility, DR 7-110(B). 





the agency.? 


Rule 111(b) identifies the proceedings in which 
the prohibition in Rule 111(a) applies. This sub- 
section is drawn from existing Rule 111(b) and 
includes the provision in Section 4(a) of the 
Sunshine Act requiring that the ex parte com- 
munication prohibition extend to all proceedings 
subject to 5 U.S.C. 557(a). 


Rule 111(c) prescribes the times at which, in 
a given proceeding, the prohibition in Subsect- 
ion (a) of the rule commences and ceases to 
apply. The criteria set forth are those in exist- 
ing Rule 111(c) and in new 5 U.S.C. 557 
(d)(1)(E). 


Rule 111(d) defines the terms ‘‘ex parte com- 
munication,” ‘participants to the proceeding,” 
and ‘‘decisional employee.”” The definition of 
ex parte communication combines new 5 U.S.C. 
551(14) and the terms of existing Rule 111(f)(1) 
and (2)(i).4 


The definition of the term “participants to the 
proceeding”’ is identical to that in existing Rule 
111(e). The definition of the term ‘‘decisional 
employee’”’ is similar to that in existing Rule 
111(d). 


§200.112—This rule establishes the procedures wnich 
are to be followed in the event that a pro- 
hibited ex parte communication occurs. Rule 
112(a) reflects new 5 U.S.C. 557(d)(1)(C) and 
requires that such communications, along with 
any responses, be placed on the public record of 
the proceeding.® Subsection (b) of the rule 
incorporates the additional requirement, which 
appears in existing Rule 112(a) and (b), that the 
Secretary notify all other participants to the 
proceeding of the occurrence of the prohibited 
communication. 


Subsection (c) of the amended rule is identical 
to existing Rule 112(c) and pertains to com- 
munications which would be prohibited but for 
the fact that they are received after the pro- 
hibitions in Rule 111(a) have terminated as to 
the proceeding in question. 


§200.113—Rule 113(a), pursuant to new 5U.S.C. 
557(d)(1)(C), affords all participants the opport- 
unity to respond to an unauthorized ex parte 
communication. No amendments (aside from the 
addition of a descriptive caption) have been made 
to Subsection (b) of the rule which pertains 
to the handling of correspondence regarding ad- 
judicatory proceedings. 


§200.114— Rule 114(a) and (c), which authorize, re- 
spectively, the imposition of sanctions against 
persons who practice before the Commission 
and against Commission employees who violate 
the provisions of Subpart F, have not been 
amended (aside from the addition of descriptive 
captions). Subsection (b) of the rule, which 
authorizes adverse action on the merits against 
a participant who engages in a prohibited com- 
munication, has been reworded to conform to 
the language of 5U.S.C. 557(d)(1)(C) and of 
5U.S.C. 556(d), as amended by Section 4(c) 
of the Sunshine Act. 





3Careful attention should be affored to the scope, 
conditions, and terms of this subsection. For example, 
discussions concerning the proposed settlement of a 
proceeding would not be within the prohibition in 
Rule 111(a) since these discussions would occur 
between attorneys for the participants and not be- 
tween counsel for an interested person outside the 
Commission and a Commission member or decisional 
employee. Moreover, settlement negotiations would 
not be deemed “‘communication relevant to the merits 
of the proceeding” within the meaning of Rule 111(a) 
and 5U.S.C. 557(d)(1). 


‘The exceptions in existing Rule 111(f)(2)(ii) and (iii) 
for oral communications of which contemporaneous 
or after-the-fact notice is afforded to other participants 
to the proceeding have been deleted as inconsistent 
with Section 4 of the Sunshine Act. In addition, 
the exclusions from the existing ex parte com- 
munications prohibitions which appear in Rule 111(g) 
of the Commission’s present code have been deleted 
as unnecessary and redundant. In general, the com- 
munications now authorized by Subsection (g) would 
not, under the amended rules, constitute prohibited 
ex parte communications. 


Sin certain cases, the Commission conducts non- 
public adjudicatory proceedings in which the record 
is confidential unless and until the Commission enters 
an order imposing sanctions. In such instances, the 
Commission construes the requirement in amended 
Rule 112(a) (which also appears in the existing rule) 
that ex parte communications be placed ‘’on the 
public record’ to mean only that such communicat- 
ions be added to the file in order that, once the 
entire record becomes public, the ex parte com- 
munication will likewise become public. The Com- 
mission does not intend that the occurence of an 
ex parte communication will require that the existence 
of an otherwise private proceeding must become 
public by virtue of Rule 112(a). 
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Conclusion 


The Commission believes that the amendments which 
it has today adopted will fully conform its rules 
governing ex parte communications to the language 
of Section 4 of the Sunshine Act but will not 
significantly alter the substance of the existing code 
of behavior in this area. Nevertheless, the Commission 
invites comments from all interested persons concern- 
ing its Code of Conduct Governing Ex Parte Com- 
munications Between Persons Outside the Commis- 
sion and Decisional Employees, and intends to afford 
due consideration to any views received. Although, 
as stated above, these amendments take effect im- 
mediately, the Commission will, should public com- 
ment indicate the need for further modifications, 
consider appropriate steps. 


Comments concerning these amendments should be 
submitted, in triplicate, to George A Fitzsimmons, 
Secretary, Securities and Exchange Commission, Wa- 
shington, D.C. 20549, before the close of business 
on April 15, 1977. All such communications should 
refer to File S7-682 and will be available for public 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. The text of the amendments discussed herein 
is set forth below. 


TEXT OF RULES 


Subpart F—Code of Behavior Governing Ex Parte 
Communications Between Persons Outside the Com- 
mission and Decisional Employees 


§200.110 Purpose. 


This code is adopted in conformity with Section 4 
of the Government in the Sunshine Act, Public 
Law 94409, and is designed to insulate the ad- 
ministrative process from improper influence. 


§200.111 Prohibitions; application; definitions. 


(a) Prohibited communications. \n any agency pro- 
ceeding which is subject to this subpart, except to 
the extent required for the disposition of ex parte 
matters as authorized by law— 


(1) No interested person outside the agency shall 
make or knowingly cause to be made to any member 
of the Commission or decisional employee an ex 
parte communication relevant to the merits of the 
proceeding; and 


(2) No member of the Commission or decisional 
employee shall make or knowingly cause to be 
made to any interested person outside the agency 
an ex parte communication relevant to the merits 
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of the proceeding. 


(b) Proceedings to which prohibitions apply. This 
subpart shall apply to all proceedings subject to 
5U.S.C. 557(a), including suspension proceedings in- 
stituted pursuant to the provisions of Regulations 
A, B, E, and F of the Securities Act of 1933 
(§230.251 et seq. of this chapter), all review pro- 
ceedings instituted pursuant to Section 19(g) of the 
Securities Exchange Act of 1934, and all other 
proceedings where an evidentiary hearing has been 
ordered pursuant to the statutory provision or rule 
of the Commission and where the action of the 
Commission must be taken on the basis of an 
evidentiary record. In addition, this subpart shall 
apply to any other proceeding in which the Com- 
mission so orders. 


(c) Peridd during which prohibitions apply. (1) The 
prohibitions in 8200.111(a) shall begin to apply when 
the Commission issues an order for hearing; Provided, 


(i) That in suspension proceedings pursuant to Reg- 
ulations A, B, E and F of the Securities Act of 
1933 (8230.251 et seq. of this chapter), these pro- 
hibitions shall commence when the Commission enters 
an order temporarily suspending the exemption; and 


(ii) That in proceedings under Section 19(d) of the 
Securities Exchange Act of 1934 these prohibitions 
shall commence from the time that a copy of an 
application for review has been served by the Sec- 
retary upon the self-regulatory organization; and 


(iii) In no case shall the prohibitions in 8200.111(a) 
begin to apply later than the time at which a pro- 
ceeding is noticed for hearing unless the person 
responsible for the communication has knowledge that 
it will be noticed, in which case the prohibitions 
shall apply beginning at the time of his or her 
acquisition of such knowledge. 


(2) The prohibitions in §200.111(a) shall continue until 
the time to file a petition for rehearing from the final 
order of the Commission has expired. In the event 
a petition for rehearing is filed, these prohibitions 
shall cease if and when the petition for rehearing 
is denied. 


(c) The Commission may, by specific order entered 
in a particular proceeding, determine that these pro- 
hibitions shall commence from some date eariler than 
the time specified in this subsection (c) or shall 
continue until a date subsequent to the time specified 
herein. 


(d) Definitions. As used in this subpart — 


(1) ‘Ex parte communication’’ means an oral or 





written communication not on the public record with 
respect to which reasonabie prior notice to all 
participants to the proceeding is not given, but it 
shall not include requests for status reports on any 
matter or proceeding. In addition, an ex parte com- 
munication shall not include: 


(i) Any written communication of which copies are 
served by the communicator contemporaneously with 
the transmittal of the communication in accordance 
with requirements of Rule 23 of the Commission’s 
Rules of Practice, 8201.23 of this chapter, upon all 
participants to the proceeding (including the interested 
Division or Office of the Commission); or 


(ii) Any oral communication where 48 hours advance 
written notice is given to all participants to the pro- 
ceeding (including the interested division of the Com- 
mission) 


(2) ‘‘Participants to the proceeding’ means all parties 
to the proceeding (including the interested Division 
or Office of the Commission) and any other persons 
who have been granted limited participation pursuant 
to the provisions of Rule 9(c) of the Commission’s 
Rules of Practice, §201.9(c) of this chapter. 


(3) ‘‘Decisional employee’’ means 


(i) The administrative law judge assigned to the pro- 
ceeding in question; and 


(ii) All members of the staff of the Office of Opinions 
and Review; and 


(iii) The legal and executive assistants to members 
of the Commission; and 


(iv) Any employee of the Commission who has 
been specifically named by order of the administrative 
law judge or the Commission in the proceeding to 
assist thereafter in making or recommending a part- 
icular decision; and 


(v) Any other employee of the Commission who is, 
or may reasonably be expected to be, involved in 
the decisional process of the proceeding. 


§200.112 Duties of recipient; notice to participants. 


(a) Duties of recipient. A member of the Commission 
or decisional employee who receives, or who makes or 
knowingly causes to be made, a communication 
prohibited by this subsection, or who receives or 
makes a communication which he or she concludes 
should, in fairness, be brought to the attention of 
all participants to the proceeding, shall transmit to 
the Commission’s Secretary, who shall place on 
the public record of the proceeding: 


(1) All such written communications; and 


(2) Memoranda stating the substance of all such oral 
communications; and 


(3) All written responses, and memoranda stating the 
substance of all oral responses, to the materials 
described in paragraphs (1) and (2) of this subsection. 


(b) Notice to participants. The Secretary shall send 
copies of the communication to all participants to the 
proceedings with respect to which it was made, and 
shall notify the communicator of the provisions of 
this code prohibiting ex parte communications. If 
the communications are from persons other than 
participants to the proceedings or their agents, 
and the Secretary determines that it would be too 
burdensome to send copies of the communications 
to all participants because: (1) the communications 
are sO voluminous, or (2) the communications are 
of such borderline relevance to the issues of the 
proceedings, or (3) the participants to the proceeding 
are sO numerous, the Secretary may, instead, 
notify the participants that the communications have 
been received, placed in the file, and are available 
for examination. 


(c) Post decisional communications. Any Commission 
member or decisional employee who receives a com- 
munication which would be prohibited by this Code, 
but for the fact that it was received subsequent to 
the date when the prohibitions imposed hereby 
have ceased to apply, shall comply with the provisions 
of §200.112(a) with respect to such communication 
in the event that he or she is to act in a decisional 
Capacity in the same proceeding pursuant to remand 
where he or she concludes, in fairness, that such 
communication should be brought to the attention 
of all participants to the proceeding. 


§200.113 Opportunity to respond; interception. 


(a) Opportunity to respond. All participants to a 
proceeding may respond to any allegations or con- 
tentions contained in a prohibited ex parte communic- 
ation placed in the public record in accordance 
with §200.112. Such responses shall be included in 
the public record. 


eee 


(b) /nterception of communications. 
§200.114 Sanctions 


(a) Discipline of persons practicing before the Com- 
mission. *** 


(b) Adverse action on claim. Upon receipt of a com- 
mission knowingly made or knowingly caused to be 
made by a party in violation of this subpart, the 
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Commission, administrative law judge, or other em- 
ployee presiding at the hearing may, to the extent 
consistent with the interests of justice and the policy 
of the underlying statutes, require the party to show 
cause why his claim or interest in the proceedings 
should not be dismissed, denied, disregarded, or 
otherwise adversely affected on account of such 
violation. 


see 


(c) Discipline of Commission employees. 
By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13328/March 4, 1977 


In the Matter of 

MARSHALL COMPANY, ET AL. 

Admin. Proc. File No. 3-4466 

ORDER FOR PUBLIC PROCEEDINGS AMENDED 


The Commission deems it appropriate that its original 
Order for Public Proceedings in the above-entitled 
matter be amended as to Morris Cohen and Marshall 
Company, the remaining respondents in the proceed- 
ing. The amendments allege that respondent Marshall 
Company, a broker-dealer located in New York City, 
and respondent Morris Cohen, Marshall Company's 
principal and sole proprietor, who resides in New 
York City, had willfully violated the Commission's 
Order issued in another proceeding in which they 
were respondents, /n the Matter of Morris Cohen 
doing business as Marshall Company, Securities Ex- 
change Act Release No. 13111 (December 27, 1976), 
11 SEC Docket 1319 (January 11, 1977). In its Order 
of December 27, 1976, the Commission revoked 
Marshall Company's broker-dealer registration and 
barred Cohen from association with any other broker 
or dealer, with the proviso that Cohen could apply 
to the Commission six months after the issuance 
of the Order for permission to become so associated 
in a non-supervisory capacity, upon a showing that 
he will be adequately supervised. The amended Order 
alleges that Cohen, doing business as Marshall 
Company, effected approximately 40 transactions for 
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customers after being served with the Commission’s 
Order. In addition, the amended Order alleges that 
Cohen and Marshall Company wilfully violated Section 
17(b) of the Securities Exchange Act of 1934, in 
that Cohen refused to allow representatives of the 
Commission to reasonably examine the books and 
records of Marshall Company on three different 
occasions. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13329/March 4, 1977 


The Securities and Exchange Commission has an- 
nounced that the specified securities of the following 
companies have become listed on the following 
stock exchanges: 


New York Stock Exchange—Evans Products Co., 
$1.40 cumulative junior preferred stock (effective as of 
January 29, 1977); Warner Communications Inc., 
9-1/8% subordinated sinking fund debentures, due 
1996 (effective as of February 14, 1977). 


American Stock Exchange—Wainoco Oil Corp., com- 
mon stock, NPV (effective as of February 17, 1977). 


Philadelphia Stock Exchange—Amax \|nc., common 
stock purchase warrants expiring October 1, 1977 
(effective as of February 24, 1977). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13330/March 4, 1977 


The Securities and Exchange Commission has issued 
an order granting the application of the New York 
Stock Exchange, Inc. to strike from listing and reg- 
istration thereon the following securities of New 
York, Susquehanna & Western Railway Company, 
Terminal first mortgage convertible 4% bonds, Series 
A first and consolidated mortgate 4% bonds; and 
Series A general mortgage 4% % income bonds. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13331/March 4, 1977 


In the Matter of 





THE OPTIONS CLEARING CORPORATION 
6150 Sears Tower 
Chicago, Illinois 60606 


(File No. SR-OCC-76-11) 


ORDER APPROVING PROPOSED RULE CHANGES 
SUBMITTED BY THE OPTIONS CLEARING COR— 
PORATION 


On December 22, 1976, the Options Clearing Cor- 
poration (“OCC”) submitted proposed changes to 
OCC Rule 602(c) pursuant to Rule 19b-4 under the 
Securities Exchange Act of 1934 (the ‘’Act’’). 


In accordance with Section 19(b) of the Act and Rule 
19b-4 thereunder, notice of the proposed rule changes 
was published in the Federa/ Register (42 F.R. 6866, 
February 4, 1977), and the public was invited to com- 
ment thereon. Notice of the filing and an invitation 
for comments also appeared in Securities Exchange 
Act Release No. 3413217, January 28, 1977. No 
letters of comment were received. 


The amendments to OCC Rule 602(c) effect technical 
changes in that rule to delete reference to an obsolete 
rule and to reflect that settlement with respect to 
exercised option contracts may be made through more 
than one correspondent clearing corporation under 
the rule changes approved by the Commission and 
contained in File No. SR-OCC-76-7. 


The Commission has reviewed the proposed rule 
changes and finds that they are consistent with the 
requirements of the Act and the rules and regul- 
ations thereunder applicable to registered clearing 
agencies, and in particular, the requirements of 
Section 17A and the rules and regulations thereunder. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule changes 
contained in File No. SR-OCC-76-11 be, and hereby, 
are, approved. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13332/March 4, 1977 


In the Matter of 


THE MIDWEST STOCK EXCHANGE, INC. 
120 South LaSalle Street 
Chicago, Illinois 60603 


-(SR-MSE-76-28) 


ORDER APPROVING PROPOSED RULE CHANGE 


On January 3, 1977, the Midwest Stock Exchange, 
Inc. (“MSE”) filed with the Commission, pursuant 
to Section 19(b) of the Securities Exchange Act of 
1934 (the ‘‘Act’’), as amended by the Securities Acts 
Amendments of 1975, and Rule 19b-4 thereunder, 
copies of the proposed rule change specifying that 
it is the policy of the MSE that financing arrange- 
ments for the- transfer of a membership, whereby 
the transferor retains the right to reacquire the trans- 
ferred membership, must be in accordance with the 
requirements of the MSE. 


Notice of the proposed rule change together with 
the terms of substance of the proposed rule change 
was given by publication of a Commission Release 
(Securities Exchange Act Release No. 13172, January 
4, 1977) and by publication in the Federa/ Register 
(42 Fed. Reg. 4566). 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and 
the rules and regulations thereunder applicable to 
national securities exchanges, and in particular the 
requirements of Section 6 and the rules and reg- 
ulations thereunder. 


IT 1S THEREFORE ORDERED,‘ pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
filed with the Commission on January 3, 1977, 
be, and it hereby is, approved. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13333/ March 4, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY MIDWEST STOCK EXCHANGE, INC. 


File No. SR-MSE-77-3 


The Midwest Stock Exchange, Inc. (’’MSE’’) sub- 
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mitted on February 23, 1977 a proposed rule change 
under Rule 19b-4 to amend Rule 9 of Article 
XVII and Rule 6 of Article XXII to eliminate certain 
restrictions on off-board agency transactions in sec- 
urities admitted to dealing on the MSE; the proposal 
also clarifies the continued prohibition against “‘in 
house’ agency crosses. 


Publication of the submission is expected to be made 
in the Federal Register during the week of March 
7, 1977. In order to assist the Commission to deter- 
mine whether to approve the proposed rule change or 
institute proceedings to determine whether the pro- 
posed rule change should be disapproved, interested 
persons are invited to submit written data, views 
and arguments concerning the submission within 21 
days from the date of publication in the Federa/ 
Register. Persons desiring to make written submis- 
sions should file six copies thereof with the Secretary 
of the Commission, Securities and Exchange Com- 
mission, 500 North Capitol Street, Washington, D.C. 
20549. Reference should be made to File No. 
SR-MSE-77-3. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Reg- 
ulation, pursuant to delegated authority. 


George A. Fitzsimmons 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13334/ March 4, 1977 


. NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY AMERICAN STOCK EXCHANGE, INC. 


File No. SR-Amex-77-2 


The American Stock Exchange, Inc. (‘’Amex’’) sub- 
mitted on February 24, 1977 a proposed rule change 
under Rule 19b-4 to increase certain monthly charges 
for obtaining Amex bid/ask information. 


The foregoing rule change has become effective, pur- 
suant to Section 19(b)(3)(A) of the Securities Ex- 
change Act of 1934. At any time within sixty days 
of the filing of such proposed rule change, the Com- 


1940/SEC DOCKET 


mission may summarily abrogate such rule change if 
it appears to the Commission that such action is 
necessary or appropriate in the public interest, for 
the protection of investors, or otherwise in furtherance 
of the purposes of the Securities Exchange Act 
of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of March 
7, 1977. \nterested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of publication 
in the Federal Register. Persons desiring to make 
written submissions should file six copies thereof 
with the Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-Amex-77-2. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission's Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office 
of the above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13335/ March 7, 1977 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 573/March 7, 1977 


The Commission announced that on 

it instituted public Administrative Proceedings pur- 
suant to the Securities Exchange Act of 1934 and 
the Investment Advisers Act of 1940 to determine 
what, if any, remedial action should be taken against 
Benchmark Securities, Inc., Arnold Phillips, Sheldon 
Fidler and Lawrence A. Luebbe, all of Los Angeles, 
California. The respondents are alleged to have 
violated Section 17(a) of the Securities Act of 1933, 
and Section 10(b) of the Securities Exchange Act 
of 1934 and Rule 10b-5 thereunder in connection 
with their offers and sales of general obligation 
bond anticipation notes issued by Reclamation Dis- 
trict No. 2090 [County of Contra Costa, California] 
(‘The District’). 





The Commission entered an Order suspending 
Sheldon Fidler (’’Fidler’’) from association with any 
broker or dealer, investment adviser or investment 
company for a period of nine months and barring 
Fidler from association with any broker or dealer, 
investment adviser or investment company in any 
Capacity other than as a supervised employee in a 
non-supervisory capacity. 


The sanctions were based on findings that during 
the period September, 1975 through April, 1976 
Fidler willfully violated and willfully aided and abetted 
violations of the anti-fraud provisions of the federal 
securities laws in connection with the offers and sales 
of general obligation bond anticipation notes issued 
by the District. 


Without admitting or denying the allegations, Fidler 
consented to the above findings and remedial action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13336/ March 7, 1977 


The Securities and Exchange Commission has ordered 
administrative proceedings under the Securities Ex- 
change Act of 1934 naming Robert Richard Rawlings, 
a registered broker-dealer (Registrant) and a former 
CBOE options market-maker, of Chicago, Illinois. 


The proceedings are based on allegations of the Com- 
mission’s staff that the Registrant willfully violated 
statutes and rules relating to broker-dealer registration, 
books and record keeping, SECO fees, financial and 
operational reporting, and supplemental operational 
reporting. 


A hearing wil be scheduled by further order to take 
evidence on the staff allegations and to afford the 
respondent an opportunity to offer any defenses thereto 
and for the purpose of determining whether the 
allegations are true, and, if so, whether any action 
of a remedial nature should be ordered by the 
Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13337/March 7, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE MIDWEST SECURITIES TRUST COMPANY 


(File No. SR-MSTC-77-1) 


The Midwest Securities Trust Company submitted a 
proposed rule change, on March 1, 1977, pursuant 
to Rule 19b-4 under the Act, to eliminate interface 
fees between certain depositories. 


Publication of the submission is expected to be made 
in the Federa/ Register during the week of March 
7, 1977. \nterested persons are invited to submit 
written data, views and arguments concerning the 
submission within twenty-one days from the date 
of publication in the Federa/ Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSTC-77-1. 


Copies of the submission, with accompanying ex- 
hibits, and of all written comments will be avail- 
able for public inspection at the Securities and Ex- 
change Commission’s Public Reference Room, 1100 L 
Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13338/ March 7, 1977 


In the Matter of 


THE NEW ENGLAND SECURITIES DEPOSITORY 
TRUST COMPANY 

53 State Street 

Boston, Massachusetts 02109 


(File No. SR-NESDTCO-76-1) 
ORDER APPROVING RULE CHANGE SUBMITTED 
BY THE NEW ENGLAND SECURITIES DEPOSITORY 


TRUST COMPANY RELATING TO COLLATERALIZ— 
ING OPTIONS TRANSACTIONS 
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On December 9, 1976, the New England Securities 
Depository Trust Company (‘‘NESDTCO”) submitted, 
pursuant to Rule 19b-4 under the Securities Exchange 
Act of 1934 (the ‘‘Act’’), a proposed rule change 
which would establish, and set fees for, a program 
permitting deposits of securities with NESDTCO to 
collateralize options transactions with The Options 
Clearing Corporation. 


In accordance with Section 19(b) of the Act and Rule 
19b-4 thereunder, notice of the proposed rule change 
was published in the Federa/ Register (42 F.R. 
917, January 4, 1977), and the public was invited 
to comment thereon. Notice of the filing and an 
invitation for comments also appeared in Securities 
Exchange Act Release No. 34-13096, December 22, 
1976. No letters of comment were received. 


By letters dated February 2, 8, 25 and 28, 1977, 
NESDTCO provided additional information and made 
certain representations in connection with NESDTCO’s 
program. 


The Commission has reviewed the proposed rule 
change and representations with respect thereto made 
by NESDTCO and finds that the rule change is con- 
sistent with the requirements of the Act and the rules 
and regulations thereunder applicable to registered 
clearing agencies. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
contained in File No. SR-NESDTCO-76-1 be, and 
hereby is, approved. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13339/ March 7, 1977 


Admin. Proc File No. 3-5089 
In the Matter of 


BAKER, WELKER AND COMPANY, 
RUSHTON BAKER 

2382 Akers Mill Road 

Apt. K-12 

Atlanta, Georgia 30339 


INC. / T. 


File No. 8-19311 
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ORDER IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Sec- 
urities Exchange Act of 1934 (‘‘Exchange Act’’),' 
Baker, Welker and Company, Inc. (‘’Registrant’’), 
without admitting or denying the allegations in the 
order for proceedings, has submitted an offer of 
settlement which the Commission has determined to 
accept. 


On the basis of the order for proceedings and the 
offer of settlement, it is found: 


(1) That registrant willfully violated Sections 15(b), 
15(c)(3) and 17(a) of the Exchange Act and Rules 
15b3-1, 15c3-1, 15c3-3, 17a-3 and 17a-11 thereunder; 
and 


(2) That it is in the public interest to impose the 
sanctions specified in the offer of settlement.” 


Accordingly, IT |S ORDERED: 


That the registration as a broker and dealer of Baker, 
Welker and Company, Inc. be, and it hereby is, 
revoked. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





‘In the Matter of Baker, Welker and Company, Inc., 
et al., instituted on September 2, 1976. 


‘The offer of settlement herein is not binding upon 
any other respondent in this proceeding. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13340/ March 8, 1977 


In the Matter of 

THE DEPOSITORY TRUST COMPANY 
55 Water Street 

New York, New York 10041 
(SR-DTC-77-1) 


ORDER APPROVING RULE CHANGE SUBMITTED 





BY THE DEPOSITORY TRUST COMPANY RELAT- 
ING TO REPAYMENT OPTIONS ON CERTAIN DEBT 
SECURITIES 


On January 6, 1977, the Depository Trust Company 
(“DTC’’) submitted, pursuant to Rule 19b-4 under the 
Securities Exchange Act of 1934 (the ‘‘Act’’), a 
proposed rule change which would enable DTC par- 
ticipants to exercise repayment options on certain 
debt securities without withdrawing them from DTC. 


In accordance with Section 19(b) of the Act and Rule 
19b-4 thereunder, notice of the proposed rule change 
was published in the Federa/ Register (42 FR 6865, 
February 4, 1977), and the public was invited to com- 
ment thereon. Notice of the filing and an invitation 
for comments also appeared in Securities Exchange 
Act Release No. 3413215, January 28, 1977. No 
letters of comment were received. 


The Commission has reviewed the proposed rule 
change and finds that it is consistent with the require- 
ments of the Act and the rules and regulations there- 
under applicable to registered clearing agencies. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
contained in File No. SR-DTC-77-1 be, and hereby 
is, approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13341/ March 8, 1977 


Admin. Proc. File No. 3-5104 
In the Matter of 


INSTITUTIONAL SECURITIES OF COLORADO, INC. 
Suite 2010 Lincoln Center Building 

1660 Lincoln Street 

Denver, Colorado 

(8-16443) 


UNITED SECURITIES CORPORATION 
200 South Center Street 

Casper, Wyoming 

(8-18422) 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these administrative proceedings under the Secur- 
ities Exchange Act of 1934 (’’Exchange Act’), 
Institutional Securities of :Colorado, Inc. and United 
Securities Corporation, registered broker-dealers, 
failed to answer the Order that instituted these 
proceedings or file a notice of appearance and is 
therefore in default." 


On the basis of that Order, it is found that: 


1. Institutional Securities of Colorado, Inc. and 
United Securities Corporation wilfully violated 
Sections 5(a) and 17(a) of the Securities Act of 
1933, as amended; and 


. Institutional Securities of Colorado, Inc. and 
United Securities Corporation wilfully violated 
Section 10(b) of the Securities Exchange Act of 
1934, as amended, and Rule 10b-5 thereunder. 


In view of the foregoing, it is in the public interest 
to revoke the broker-dealer registrations of Insti- 
tutional Securities of Colorado, Inc. and United 
Securities Corporation. 


Accordingly, IT 1S ORDERED that the registration of 
Institutional Securities of Colorado, Inc. and United 
Securities Corporation as broker-dealers be, and they 
hereby are, revoked. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





‘Rules 6(e) and 7(e) of the Commission’s Rules of 
Practice provide that the allegations in that Order may 
be deemed to be true as to a defaulting respondent. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13342/March 8, 1977 


In the Matter of 


THE DEPOSITORY TRUST COMPANY 
55 Water Street 
New York, N.Y. 10041 


(SR-DTC-76-3) 
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ORDER APPROVING RULE CHANGE SUBMITTED 
BY THE DEPOSITORY TRUST COMPANY RELAT- 
ING TO THE ESTABLISHMENT OF THE FAST 
AUTOMATED SECURITIES TRANSFER ("FAST") 
PROGRAM 


On April 12, 1976, the Depository Trust Company 
(“DTC”) submitted, pursuant to Rule 19b-4 under the 
Securities Exchange Act of 1934 (the ‘‘Act’’), a 
proposed rule change, which would provide for the 
retention by transfer agents as custodians, pursuant to 
agreements between transfer agents and DTC, of 
securities held on deposit in DTC. In connection with 
the proposed rule change, DTC requested that the 
Commission continue its finding pursuant to para- 
graph (g) of Rules 8c-1 and 15c2-1 under the Act 
that the agreements, provisions and safeguards 
established by DTC are adequate for the protection 
of investors. 


In accordance with Section 19(b) of the Act and 
Rule 19b-4 thereunder, notice of the proposed rule 
change was published in the Federa/ Register (41 
F.R. 17823, April 28, 1976), and the public was 
invited to comment thereon. Notice of the filing and 
an invitation for comments also appeared in Securities 
Exchange Act Release No. 12353, April 20, 1976. A 
number of letters of comment were received and they 
were considered by the Commission when making 
its determination. 


In addition, in letters dated December 8 and 1/7, 
1976, January 21, 1977, March 3 and 4, 1977, which 
were incorporated in the proposed rule change and 
included in the public file, DTC provided additional 
information and made certain representations in 
connection with the FAST program. 


The Commission has reviewed the submission and 
finds pursuant to paragraph (g) of Rules 8c-1 and 
15c2-1 under the Act that the agreements, pro- 
visions, and safeguards established by DTC are 
adequate for the protection of investors. The Com- 
mission finds also that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to 
registered clearing agencies, and, in particular, with 
the requirements of Section 17A and the rules and 
regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)2) of the Act, that the proposed rule change 
contained in File No. SR-DTC-76-3 be, and hereby is, 
approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13343/ March 9, 1977 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 574/March 9, 1977 


The Securities and Exchange Commission has ordered 
the institution of public administrative proceedings 
pursuant to Section 15(b) of the Securities Exchange 
Act of 1934 and Sections 203(e) and 203(f) of the 
Investment Advisers Act of 1940 (Advisers Act) 
against Financial Profiles, Inc. (Registrant); Herbert C. 
Fenstermacher (Fenstermacher), president of 
Registrant; and Harold V. Sheriff, Jr. (Sheriff), vice- 
president of Registrant. 


The proceedings are based upon allegations of the 
staff that Registrant wilfully violated the antifraud pro- 
visions of the Advisers Act and that Fenstermacher 
and Sheriff wilfully violated the antifraud provisions 
of the Securities Act of 1933 and the Securities 
Exchange Act of 1934 in that in connection with the 
offer and sale of the common stock of Registrant 
they made false and misleading statements of material 
facts and omitted to state material facts concerning: 
1) the risk in an investment in Registrant; 2) the 
safety of an investment in Registrant; 3) the con- 
temporaneous offering of shares of Registrant’s com- 
mon stock at different prices; 4) the existence of a 
present and future market for Registrant's common 
stock; and 6) the financial conditions of Registrant. 


In addition, the staff alleges that Registrant wilfully 
violated and that Fenstermacher and Sheriff wilfully 
aided and abetted violations of the antifraud pro- 
visions of the Advisers Act and the rules promulgated 
thereunder in that Registrant used clients’ funds it 
held in escrow in its day to day operations without 
informing such clients that their funds would be so 
used, and, while in possession and control of clients’ 
funds, it failed to give such clients written notice of 
the place and manner in which such funds were 
being maintained, and failed to have such funds 
verified or examined on a surprise basis by an 
independent public accountant during each year and 
transmit the results of such verification and examina- 
tion to the Commission. 


A hearing will be scheduled by further order to 
determine whether the allegations of the staff are 
true; to afford the respondents an opportunity to offer 
any defenses, and to determine whether any action 
of a remedial nature is necessary or appropriate in 
the public interest. 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 13344/ March 9, 1977 


The Securities and Exchange Commission has issued 
orders pursuant to the Securities Exchange Act of 
1934 granting the applications of the following com- 
panies to list the specified securities on the following 
stock exchanges: 


American Stock Exchange, Inc. - Condec Corp., 10% 
subordinated debentures, due 1997 (effective as of 
February 28, 1977). 


New York Stock Exchange, Inc. - The Standard Oil 
Co., 6-1/8% notes, due December 1, 1979, 6-1/2% 
notes, due December 1, 1981 and 7-1/2% notes, 
due December 1, 1986 (effective as of February 4, 
1977); the LTV Corp., 9-1/4% sinking fund deben- 
tures, due February 1, 1997; Kroger Co., 8-1/8% 
sinking fund debentures, due December 1, 2001; 
and Federated Development Stores, Inc., 7.35% 
sinking fund debentures, due January 1, 1997 
(all effective as of February 25, 1977). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13345/ March 9, 1977 


Administrative Proceeding File No. 
In the Matter of 
UNAGUSTA CORPORATION 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Unagusta Cor- 
poration (‘‘Applicant’’), a North Carolina corporation, 
pursuant to Section 12(h) of the Securities Exchange 
Act of 1934, as amended (‘the 1934 Act’’), for an 
exemption from the provisions of Section 15(d) of the 
1934 Act. 


It appears to the Commission that the requested 
exemption is not inconsistent with the public interest 
and the protection of investors in view of the fact 
that (a) Applicant has permanently abandoned all 
business activities; its liabilities substantially exceed 
its assets; there is de minimus trading in the Appli- 
cant’s common stock; and Applicant has no income 
nor employees to prepare such reports; and (b) 
Welbilt Corporation, the 82% parent of Applicant, 
has undertaken to provide information relating to the 
current status of Applicant. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13346/ March 9, 1977 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
11 Wall Street 
New York, New York 10005 


(SR-NYSE-77-3) 
ORDER APPROVING PROPOSED RULE CHANGE 


On February 1, 1977, the New York Stock Exchange, 
Inc. (the ‘‘NYSE"’), filed with the Commission, 
pursuant to Section 19(b) of the Securities Exchange 
Act of 1934 (the ‘’Act’’),' and Rule 19b-4 there- 
under,’ copies of a proposed rule change concerning 
the requirements applicable to issuers with stock listed 
on the exchange. The proposed rule change would 
require each domestic company with common stock 
listed on the NYSE, as a condition of initial and 
continued listing of its securities on the NYSE, to 
establish not later than June 30, 1978,? and main- 
tain thereafter, an audit committee comprised solely 
of directors independent of management and free 
from any relationship that, in the opinion of the 
board of directors, would interfere with the exercise 
of independent judgment as a committee member.* 


Notice of the proposed rule change, together with its 
terms of substance, was given in Securities Exchange 
Act Release No. 13245 (Feb. 4, 1977) and in the 
Federal Register (42 FR 8737 (Feb. 11, 1977)). Because 
of the substantial interest, evidenced by the more than 
sixty letters of comment included in the NYSE’s rule 
filing, it seems clear that the NYSE independent audit 





"15 U.S.C. 78s(b). 


217 CFR 240.19b-4. 


’The rule change provides that domestic companies 
with common stock currently listed need not comply 
with the proposal’s requirements until June 30, 1978. 
Any domestic company not currently listed, however, 
would be required to comply upon listing. 


‘An audit committee whose composition meets the 
requirements of the proposed rule change is some- 
times referred to below as ‘’an independent audit 
committee.” The filing included supplementary 
material setting forth the NYSE’s views on the applica- 
tion of the rule change in certain circumstances. 
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committee proposal has been perceived as raising 
important issues. Accordingly, the Commission 
believes it appropriate to express at some length the 
reasons supporting its determination to approve the 
proposal under the Act. 


The NYSE listing agreement, which has traditionally 
been a principal means by which the NYSE enforces 
its listing standards, was first adopted by the NYSE in 
1899. That agreement, and the policies set forth in the 
NYSE Company Manual, have developed gradually 
over the years and impose a wide variety of require- 
ments for initial and continued listing.® Those policies 
frequently require a listed company to take action 
which it would not otherwise be required to take and 
prevent a listed company from taking action which 
would otherwise be permitted.© Futhermore, the 
NYSE has a general policy calling for timely and 
adequate disclosure of corporate affairs’ and has in 
past urged listed companies to consider the desir- 
ability of having at least two outside directors whose 
functions on the board would include giving particular 
attention to full disclosure of corporate affairs.® 


Consistent with its overall approach to listing 
policies, the NYSE, and the accounting profession, 
major corporations and others, including the 
Commission, have for many years recognized the 
advantages of corporate audit committees.° Stronger 





SFor a general description of the development of the 
NYSE listing agreement, see NYSE Company Manual 
at A-27 et seq. 


®For example, since 1926, the NYSE has refused to 
list non-voting common stock, and currently it will 
delist the voting commong stock of a company 
which creates a class of non-voting common stock 
or fails to solicit proxies for meetings of its stock- 
holders. /d., at xxi, A-280, A-134. As a matter of 
policy, the NYSE refuses to list a class of stock 
whose voting rights are subject to unusual restric- 
tions. /d., at A-280 et seg. Certain redemption 
schemes are prohibited. /d., at A-30. In authorizing 
additional shares distributed by a stock dividend, a 
company can be required to transfer from earned 
surplus to permanent capitalization an amount equal 
to the fair vaue of such shares. /d., at A-235. A 
company whose board of directors is divided into 
more than three classes may not list its shares; if 
the board is divided into classes, they should be of 
approximately equal size and tenure, and the direc- 
tors’ terms of office should not exceed three years. 
Id., at A-280. Since 1940, listed preferred stock must 
have certain minimum provisions enabling holders 
to obtain board representation in the event of 
dividend default, and must be protected against com- 
pulsory change in rights and preferences. /d., at 
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281, 282. Shareholder approval is a prerequisite to list- 
ing securities to be used in connection with options 
or other remuneration plans for directors, officers, or 
employees; actions resulting in a change in the control 
of a company; and certain acquisitions. /d., at A-283, 
284. Where stockholder approval is needed for listing 
any additional securities, over 50 percent of all 
securities entitled to vote must be represented in the 
vote, and approval must be by a majority of votes 
cast. /d., at A-284, 285. Before a class of securities 
eligible for continued listing may be delisted, the 
proposed withdrawal must have been approved by a 
substantial percentage of the outstanding shares 
(generally 66-2/3 percent) and not opposed by a sub- 
stantial number of individual holders (generally 10 
percent of the individual holders). /¢., at A-294.1, 
294.2. The NYSE Company Manual’s rules (and their 
administration) are, of course, required to be con- 
sistent with Section 6 of the Act, 15 U.S.C. 78f. 
Though, in limited cases, regulatory reasons may 
suggest different requirements for different classes of 
listed Companies, any such measures are required to 


| be developed and administered in a manner which 
| accords fair procedures and 


is not unfairly dis- 
criminatory. See Sections 6(b)(5) and 6(b)(7) of the 
Act, 15 U.S.C. 78f(b)(5), 78f(b)(7). See also 
Securities Exchange Act Release No. 12994, n. 11 
(Nov. 18, 1976), 41 FR 51804 (Nov. 24, 1976). 


’NYSE Company Manual at A-18 et seg. For example, 
see the NYSE listing agreement, Part Ill, 44. 


8NYSE Company Manual at B-23. 


'°The NYSE first suggested the concept of an audit 
committee in 1940, and in recent years has strongly 
recommended that each listed company form an audit 
committee preferably composed exclusively of outside 


directors. See NYSE, ‘Recommendations and 
Comments on Financial Reporting to Shareholders 
and Related Matters,” 6 (December 1973). By 1973, 
about 80 percent of companies ‘listed on the NYSE 
had appointed an audit committee, and another 13 
percent had developed plans to do so. NYSE, 
“Response to the White Paper Questionnaire Concern- 
ing Recommendations and Comments on Financial 
Reporting to Shareholders and Related Matters,” 
3 (1973). 


The Commission has also urged the formation of audit 
committees, composed of non-officer directors, to 
participate in arranging corporate audits. Accounting 
Series Release No. 19 (Dec. 5, 1940). In 1972, the 
Commission specifically’ endorsed the establishment 
by all publicly held companies of audit committees 
composed of outside directors. Securities Exchange 
Act Release No. 9548 (Mar. 23, 1972), 37 FR 6850 
(Apr. 5, 1972). In 1974, in amending its rules to 


(Footnote 9 continued next page) 





support for audit committees independent of manage- 
ment developed in the wake of recent revelations 
of questionable and illegal corporate payments.'° In 
particular, the Commission has urged strengthening 
the independence and vitality of corporate boards of 
directors and has suggested that, at least initially, 
those principles could be implemented by amending 
the listing requirements of the NYSE and other 
self-regulatory organizations, rather than by direct 
Commission action.'' Following preliminary study by 
the NYSE staff, a proposal was submitted to the 
NYSE Board of Directors in November 1976, which 
approved it in principle and circulated it for comment 
by senior executives of listed companies and other 
interested parties. The NYSE’s thorough procedure 
elicited broad participation by those potentially 
affected and resulted in a number of refinements 
in the proposal finally submitted to the Commission. 


The NYSE’s revision of its listing policies appears to 
be an appropriate way to implement, at this time, 
an independent audit committee requirement. 
Exchange rules are, among other things, required to 
be designed to remove impediments to and perfect 
the mechanism of a free and open market, to 
prevent fraudulent and manipulative acts and 
practices and, in general, to protect investors and the 
public interest.'* In many cases of questionable cor- 
porate payments, there were elaborate efforts by 
corporate executives, including some directors, to 
conceal their activities from auditors, as well as from 
other company officials and members of the board, 
thereby undermining purposes of the Act with which 
exchanges (and other securities markets) are directly 
concerned. While independent audit committees will 
not eliminate all instances of abuse, their establish- 
ment can be an important step in a broader effort to 
remedy the problems of corporate accountability and 
disclosure that have been uncovered." 


Exchange listing policies, which govern the rights of 
issuers to obtain access to exchange securities 
markets, like other exchange rules have always been 





(Footnote 9 continued) 


require disclosure in proxy statements of the existence 
or absence of audit committees, the Commission re- 
iterated its support. Securities Exchange Act Release 
No. 11147 (Dec. 20, 1974) 40 FR 1012 (Jan. 6, 1975). 
The Commission most recently supported the idea in 
its ‘Report to the President on Regulatory Reform” 
(October 5, 1976). 


The Executive Committee of the American Institute of 
Certified Public Accountants (the ‘‘AICPA’’) has made 
a similar recommendation to publicly-owned corpora- 


tions generally. See AICPA ‘Executive Committee 
Statement on Audit Committees of Board of Direc- 
tors’’ (July 1967). More recently, the Auditing 
Standards Executive Committee of the AICPA stated, 
among other things, that in certain instances involv- 
ing illegal acts or errors or irregularities, matters 
coming to the auditor’s attention should be brought 
to the attention of the board of directors or the audit 
committee for appropriate action. AICPA, ‘Statement 
on Auditing Standards No. 16’ and ‘’Statement of 
Auditing Standards No. 17” (January 1977). 


"Undisclosed questionable or illegal corporate pay- 
ments — both domestic and foreign — can cause 
serious breaches in both the operation of the 
securities laws’ system of corporate disclosure and, 
correspondingly, in public confidence in the integrity 
of many public companies. The Commission has pro- 
posed legislation to enhance the accuracy of cor- 
porate books and records and the reliability of the 
audit process, both of which are fundamental to the 
system of corporate disciosure. See generally ‘Report 
of the Securities and Exchange Commission on 
Questionable and Illegal Corporate Payments and 
Practices,” submitted to the Senate Committee on 
Banking, Housing and Urban Affairs (May 12, 1976). 
In recently publishing for comment rulemaking pro- 
posals with similar objectives, the Commission stated 
its belief that Congressional action would be the most 
desirable means of demonstrating a national commit- 
ment to ending the types of corporate misconduct 
uncovered, and ending defiance of the recordkeeping 
systems on which disclosure under the securities laws 
is premised. Securities Exchange Act Release No. 
13185 (Jan. 19, 1977), 42 FR 4854 (Jan. 26, 1977). 


"In a letter dated May 11, 1976, from Chairman 
Hills to NYSE Chairman Batten, the NYSE was 
urged to consider that suggestion. 


"Section 6(b)(5) of the Act, 15 U.S.C. 78f(b)(5). 


The importance of maintaining the truly independent 
character of the boards of directors of larger cor- 
porations has been illustrated by the Commission’s 


recent experience with questionable payments 
problems. Significantly, in some of these cases no 
audit committee existed. In the others, with a single 
exception, audit committees either were operating 
only during a portion of time when the questionable 
payments were alleged to have been made or were 
not wholly independent of management. See ‘‘Report 
of the Securities and Exchange Commission on 
Questionable and Illegal Corporate Payments and 
Practices,”’ supra n. 10. 
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subject to Commission oversight.'* At the same time, 
they have usually been developed by the exchange 
with the benefit of informal reaction by those who 
will be affected. As indicated above,”® the NYSE in 
particular has developed listing policies to promote 
stronger standards of corporate governance.'® While 
the current proposal applies only to domestic com- 
anies, their compliance should not be deemed to 
place them at any inappropriate competitive dis- 
advantage." 


On the basis of the foregoing, the Commission finds 
that the proposed rule change is consistent with the 
requirements of the Act and the rules and regula- 
tions thereunder applicable to national securities ex- 
changes, and in particular, the requirements of 
Section 6 and the rules and regulations thereunder. 
The Commission also finds that good cause exists 
for approving the NYSE’s proposed rule change prior 
to the thirtieth day after the date of publication 
of notice of the filing thereof, in view of the ex- 
tensive comment procedures adopted by the NYSE 
in this matter. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned pro- 
posed rule change be, and it hereby is, approved. 

By the Commission. 


George A. Fitzsimmons 
Secretary 





“Formerly the Act dealt separately with 
standards. Section 19(b)(3) of the Act, 15 U.S.C. 
78s(b)(3) (1970) (amended 1975), gave the Commission 
authority to alter or supplement the rules of an 
exchange in respect of the listing or striking from 
listing of any security. As amended in 1975, Section 


listing 


19 requires approval of new rules, which must 
conform to the requirements of the Act (and in 
particular the standards now articulated in Section 
6(b)), as well as authorizing revision of existing 
exchange rules. 


See n. 6, supra. 


in other instances as well, the Commission when 
appropriate looks to the private sector for leadership 
in establishing and improving standards. See Account- 
ing Series Release No. 150 (Dec. 20, 1973), 39 
FR 1260 (Jan. 7, 1974). The private sector can draw 
on resources of practical experience and expertise in 
formulating workable solutions. The NYSE, with ten 
public members on its board of twenty directors, 
is in a position to respond to practical considerations 
of corporate procedures and compliance as well as 
considerations of the public interest. 
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“It would, however, be helpful to have the NYSE’s 
reasons for confining its proposal to domestic com- 
panies in order to assist the Commission in con- 
sidering the appropriateness of extending the concept 
to foreign issuers. While the NYSE has previously 
provided special listing standards for foreign issuers 
in lieu of standards applicable to domestic issuers, it 
has articulated supporting reasons. See SR-NYSE- 
76-22, approved in Securities Exchange Act Release 
No. 12471 (May 20, 1976), 41 FR 21854 (May 28, 
1976). In this case, however, it has not done so. At 
the same time, the current NYSE proposal is basicaily 
procedural, pertaining to governance of public cor- 
porations, and does not affect basic disclosure norms, 
which, in any event, have traditionally reflected 
adaptations for foreign issuers. Compare Form 10-K 
with Form 20-K, 17 CFR 249.310 and 320. Never- 
theless the degree of adaptation fairly to be tolerated 
is a subject which deserves continuing attention. For 
example, it is currently proposed to bring the con- 
tinuous disclosure provisions under the Act for 
foreign issuers (/.e., Form 20-K) more closely into 
line with those applicable to most domestic issuers 
(.e., Form 10-K). See Securities Exchange Act 
Release No. 13056 (Dec. 10, 1976), 41 FR 55012 
(Dec. 16, 1976). At the same time, the Commission 
notes that the NYSE’s audit committee policy applies 
different standards for determining the independence 
of legal counsel, on the one hand, and the inde- 
pendence of other persons with relationships to the 
company, on the other. The Commission recommends 
that, in monitoring the implementation of its policy, 
the NYSE give further consideration to the need for 
assuring the independence of all members of the 
audit committee. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13347/March 9, 1977 


RECORDS WITH RESPECT TO BENEFICIAL OWNER- 
SHIP OF ACCOUNTS CARRIED BY BROKERS AND 
DEALERS 


AGENCY: Securities and Exchange Commission. 
ACTION: Extension of Time for Comment. 
SUMMARY: The time for comment on a proposed 
amendment to Securities Exchange Act Rule 17a-3 
(a)(9) is being extended. The comment period expired 
on March 4, 1977. 


DATES: Comments must be received on or before: 
April 1, 1977. 





ADDRESSES: Interested persons should submit six 
copies of their written views and comments to 
George A. Fitzsimmons, Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549 and 
should refer to File No. S7-613. All submissions will 
be made available for public inspection in the Com- 
mission’s Public Reference Section, Room 6101, 
1100 L Street, N.W., Washington, D.C. 


FOR FURTHER INFORMATION CONTACT: 


Charles M. Horn, Esq. 

Office of Chief Counsel 

Division of Market Regulation 
Securities and Exchange Commission 
Washington, D.C. 20549 
202/755-8747 


SUPPLEMENTARY INFORMATION: On January 27, 
1976, the Commission published Securities Exchange 
Act Release No. 12055,’ which, among other things, 
proposed for comment an amendment to Securities 
Exchange Act Rule 17a-3(a)(9), 17 CFR 240.17a-3 
(a)(9). Interested persons were invited to submit 
written views and comments on the proposed amend- 
ment not later than May 1, 1976.” 


Subsequently, the Commission instituted a general 
inquiry into the rules of national securities exchanges 


relating to foreign access* and disapproved two rules 
of the New York Stock Exchange, Inc. (the ‘‘NYSE’’)* 
establishing certain restrictions on foreign access, in 
light of the proposed amendment to Rule 17a-3(a)(9). 


On January 10, 1977, the Commission republished for 
comment the proposed amendment to Rule 17a-3(a) 
(9)° to clarify, in some respects, the intended opera- 
tion of the proposed amendment, and invited inter- 
ested persons to submit comments by March 4, 1977. 


The NYSE and other interested persons have re- 
quested the Commission to extend the comment 
period concerning the matters raised in Securities 
Exchange Act Release No. 13149.° In light of the 
complex issues involved, the Commission does not 
believe that granting the request would result in 
unduly delaying Commission action.’ Under the 
circumstances, the Commission has determined to 
extend the comment period until April 1, 1977. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





'41 FR 8075 (Feb. 24, 1976). 


20n April 28, 1976, the Commission extended the 
comment period to June 15, 1976. Securities 


Exchange Act Release No. 
(May 4, 1976). 


12378, 41 FR 18432 


3Securities Exchange Act Release No. 12157 (Mar. 
2, 1976), 41 FR 10662 (Mar. 12, 1976). 


“Securities Exchange Act Release No. 12737 (Aug. 
25, 1976), 41 FR 38847 (Sept. 13, 1976). 


Securities Exchange Act Release No. 13149, 42 FR 
3312 (Jan. 18, 1977). 


Sit has been urged that “[w]hen the Commission 
proposes a rule for public comment, it should be 
required to act on that rule within a reasonable time 
period . . ."’ Final Report of the SEC Major Issues 
Conference (1977), at 3. 


’The comments of the NYSE may be helpful in view 
of its recent experience in attempting to resolve the 
possible problems of disclosure arising with respect to 
prospective or existing member organizations with 
foreign affiliations. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13348/March 9, 1977 


In the Matter of 


MUNICIPAL SECURITIES RULEMAKING BOARD 
Suite 507 

1150 Connecticut Avenue, N.W. 

Washington, D.C. 20036 


(SR-MSRB-76-8) 
ORDER APPROVING PROPOSED RULE CHANGE 


On August 5, 1976, the Municipal Securities Rule- 
making Board (the ‘‘MSRB”) filed with the Commis- 
sion, pursuant to Section 19(b) of the Securities 
Exchange Act of 1934 (the ‘’Act’’), as amended by 
the Securities Acts Amendments of 1975, and Rule 
19b-4 thereunder, proposed rules G-13 and G-14. The 
purpose of the proposed rules is to establish uniform 
rules applicable to municipal securities brokers and 
municipal securities dealers and their associated 
persons with respect to the dissemination of quotations 
relating to municipal securities and reports of 
municipal securities transactions. 


Notice of the proposed rules together with the terms 
of substance of the proposed rules was given by 
publication of a Commission Release (Securities 
Exchange Act Release No. 12696, (August 6, 1976)) 
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and by publication in the Federal Register (41 FR 
34715, (August 16, 1976)). An amendment, containing 
technical drafting changes to proposed rule G-13, was 
filed by the MSRB on December 3, 1976. The text 
of the rules is as follows: 


Rule G-13. Quotations Relating to Municipal Securities. 


(a) General. The provisions of this rule shall apply to 
all quotations relating to municipal securities which are 
distributed or published, or caused to be distributed 
or published, by any municipal securities broker or 
municipal securities dealer or any person associated 
with and acting on behalf of a municipal securities 
broker or municipal securities dealer. For purposes of 
this rule, the term ‘‘quotation’’ shall mean any bid 
for, or offers of municipal securities, or any request 
for bids for or offers of municipal securities, includ- 
ing indications of ‘‘bid wanted’’ or “offer wanted.’’ 
The terms ‘‘distributed”’ or ‘‘published’’ shall mean the 
dissemination of quotations by any means of commun- 
ication. Reference in this rule to a municipal secur- 
ities broker or municipal securities dealer shall be 
deemed to include reference to any person associated 
with a municipal securities broker or municipal secur- 
ities dealer. 


(b) Bona Fide Quotations. 


(i) Except as provided below, no municipal securities 
broker or municipal securities dealer shall distribute 
or publish, or cause to be distributed or published, 
any quotation relating to municipal securities, unless 
the quotation represents a bona fide bid for, or 
offer of, municipal securities by such municipal 
securities broker or municipal securities dealer, 
provided, however, that all quotations, unless other- 
wise indicated at the time made, shall be subject 
to prior purchase or sale and to subsequent change 
in price. If such municipal securities broker or 
municipal securities dealer is distributing or publish- 
ing the quotation on behalf of another broker, 
dealer, or municipal securities dealer, such 
municipal securities broker or municipal securities 
dealer shall have no reason to believe that such 
quotation does not represent a bona fide bid for, 
or offer of, municipal securities. Nothing in this 
paragraph shall be construed to prohibit requests 
for bids or cffers, including indications of ‘“‘bid 
wanted” or ‘‘offer wanted,’’ or shall be construed 
to prohibit nominal quotations, if such quotations 
are, at the time made, clearly stated or indicated to 
be such. For purposes of this paragraph, a ‘‘nominal 
quotation’”’ shall mean an indication of the price 
given solely for informational purposes. 


(ii) No municipal securities broker or municipal 
securities dealer shall distribute or publish, or cause 
to be distributed or published, any quotation relating 
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to municipal securities, unless the price stated in the 
quotation is based on the best judgment of such 
municipal securities broker or municipal securities 
dealer of the fair market value of the securities 
which are the subject of the quotation at the time 
the quotation is made. If a municipal securities 
broker or municipal securities dealer is distributing 
or publishing a quotation on behalf of another 
broker, dealer, or municipal securities dealer, such 
municipal securities broker or municipal securities 
dealer shall have no reason to believe that the price 
stated in the quotation is not based on the best 
judgment of the fair market value of the securities 
of the broker, dealer or municipal securities dealer 
on whose behalf such municipal securities broker or 
municipal securities dealer is distributing or publish- 
ing the quotation. 


(iii) For purposes of subparagraph (i), a quotation 
shall be deemed to represent a ‘bona fide bid for, 
or offer of, municipal securities’’ if the municipal 
securities broker or municipal securities dealer 
making the quotation is prepared to purchase or sell 
the security which is the subject of the quotation 
at the price stated in the quotation and under such 
conditions, if any, as are specified at the time the 
quotation is made. 


(c) Multiple Markets in the Same Securities. No 
municipal securities broker or municipal securities 
dealer participating in a joint account shall, together 
with one or more other participants in such account, 
distribute or publish, or cause to be distributed or 
published, quotations relating to the municipal secur- 
ities which are the subject of such account if such 
quotations indicate more than one market for the 
same securities. 


Rule G-14. Reports of Sales or Purchases. 


No municipal securities broker or municipal securities 
dealer or person associated with a municipal securities 
broker or municipal securities dealer shall distributre 
or publish, or cause to be distributed or published, 
any report of a purchase or sale of municipal 
securities, unless such municipal securities broker or 
municipal securities dealer or associated person knows 
or has reason to believe that the purchase or sale 
was actually effected and has no reason to believe 
that the reported transaction is fictitious or in further- 
ance of any fraudulent, deceptive or manipulative 
purpose. For purposes of this rule, the terms 
“‘distributed’’ or ‘‘published’’ shall mean the dissem- 
ination of a report by any means of communication. 


End of text of MSRB rules G-13 and G-14. 


The Commission finds that the proposed rules are 
consistent with the requirements of the Act and the 





rules and regulations thereunder applicable to the 
MSRB, and in particular, the requirements of Section 
15B and the rules and regulations thereunder. 


IT IS FURTHER ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned pro- 
posed rules be, and hereby are, approved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13349/ March 9, 1977 


In the Matter of 


MUNICIPAL SECURITIES RULEMAKING BOARD 
Suite 507 

1150 Connecticut Avenue, N.W. 

Washington, D.C. 20036 


(SR-MSRB-77-2) 
ORDER APPROVING PROPOSED RULE CHANGE 


The Municipal Securities Rulemaking Board (the 
““MSRB”) has filed with the Commission, pursuant to 
Section 19(b) of the Securities Exchange Act of 
1934 (the ‘‘Act’’), as amended by the Securities 
Acts Amendments of 1975, and Rule 19b-4 there- 
under, copies of a proposed rule change to provide 
a procedure for the nomination and election of 
successor members of the MSRB. 


Notice of the proposed rule change, as _ originally 
filed on January 19, 1977, together with the terms of 
substance thereof was given by publication of Secur- 
ities Exchange Act Release No. 13196 (January 21, 
1977) and by publication in the Federal Register (42 
FR 5168 (January 27, 1977)). On February 15, 1977, 
the MSRB filed substantive amendments to the pro- 
posed rule change to provide for increased industry 
participation in the nomination and election process.' 
Notice of the proposed rule change as amended 
together with the terms of substance thereof was 
given by publication of Securities Exchange Act 
Release No. 13246 (February 15, 1977) and by publica- 
tion in the Federal Register (42 FR 10378 (February 
22, 1977)). 


The Commission finds that the proposed rule change, 
as amended, is consistent with the requirements of 


the Act and the rules and regulations thereunder 
applicable to the MSRB, and in particular, the require- 
ments of Section 15B and the rules and regulations 
thereunder. 


Further, the Commission finds good cause for approv- 
ing the proposed rule change prior to the thirtieth 
day after the date of publication of notice of filing 
of substantive amendments thereto, since, under the 
rule, aS approved, the MSRB is required to take 
certain actions by March 15, 1977 and early approval 
is necessary to allow the MSRB the time necessary 
to implement its nomination and election procedures. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned pro- 
posed rule change, as amended, (the text of which is 
set forth in 42 FR 10378 (February 22, 1977)) be 
and hereby is, approved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





'Rule A-3(d) provides that twenty percent of municipal 
securities brokers and municipal securities dealers who 
have paid the initial fee required by MSRB rule A-12 
may nominate additional broker-dealer representative 
or bank representative candidates. After the MSRB 
gains experience with the procedures contained in the 
proposed rule change, it may be necessary to consider 
whether the percentage required to nominate ad- 
ditional candidates should be lowered to assure fair 
representation and whether for the same reason a 
petitioning procedure should be established to permit 
the nomination of additional public representative 
candidates. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13350/March 10, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5814/ March 10, 1977 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13351/March 10, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5815/ March 10, 1977 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13352/March 10, 1977 


The Securities and Exchange Commission has issued 
notices giving interested persons until March 23 to 
request a hearing cn applications of the following 
stock exchanges for unlisted trading privileges in the 
common stock of the specified companies: 


Philadelphia Stock Exchange, Inc. - The Grand Union 
Co. and Bally Manufacturing Corp. 


Midwest Stock Exchange, Inc. - Bally Manufacturing 
Corp. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13353/March 10, 1977 


Admin. Proc. File No. 3-5043 
In the Matter of 


THE KANSAS CITY STAR COMPANY 
1729 Grand Avenue 
Kansas City, Missouri 


(81-215) 


ORDER WITHDRAWING APPLICATION AND DIS- 
MISSING PROCEEDINGS 


The Kansas City Star Company applied, pursuant to 
Section 12(h) of the Securities Exchange Act, for an 
order exempting it from the provisions of Sections 
12(g) and 15(d) of the Act. It now requests that its 
application be withdrawn without prejudice to the 
filing of a new application. 


Accordingly, IT 1S ORDERED that the application of 
The Kansas City Star Company be, and it hereby is, 
withdrawn, and that these proceedings be, and they 
hereby are, dismissed without prejudice to the filing 
of a new application by the company. 


For the Commission by the Office of Opinions and 
Review, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13354/ March 10, 1977 


Administrative Proceeding File No. 
In the Matter of 


AMPECO SECURITIES, INC. 
744 Campbell Centre 

8350 N. Central Expressway 
Dallas, Texas 75206 


ORDER INSTITUTING PROCEEDINGS FINDINGS 
AND ORDER OF THE COMMISSION 


The Commission deems it appropriate that pro- 
ceedings .be instituted with respect to Ampeco 
Securities, Inc. (Ampeco) pursuant to Section 15(b) 
of the Securities Exchange Act of 1934 (Exchange 
Act) to determine whether Ampeco willfully violated 
Sections 15(c)(3) and 17(a) of the Exchange Act and 
Rules 15c3-1, 17a-3, 17a-5 and 17a-11 thereunder. 


Simultaneously with the institution of these pro- 
ceedings, Ampeco has submitted an Offer of Settle- 
ment for the purpose of disposing of the issues 
raised in these proceedings. Under the terms of the 
Offer of Settlement, Ampeco, solely for the purpose 
of these proceedings, without admitting or denying 
of the findings set forth herein, consents to the 
findings and order of the Commission. 


In view of the foregoing, it is in the public interest to 
accept the Offer of Settlement of Ampeco and 
accordingly, IT IS ORDERED that such proceedings 
be, and they are, instituted. 


On the basis of the Order for Proceedings and the 
Offer of Settlement, it is found that Ampeco wilfully 
violated Sections 15(c)(3) and 17(a) of the Exchange 
Act, and Rules 15c3-1, 17a-3, 17a-5 and 17a-11 there- 
under. 


IT IS FURTHER ORDERED that the registration of 
Ampeco Securities, Inc. as a broker-dealer be, and 
hereby is, suspended for a period of 14 calendar days. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 13355/March 10, 1977 


NOTICE OF EFFECTIVENESS OF A PROPOSED 
RULE CHANGE BY THE DEPOSITORY TRUST 
COMPANY (File No. SR-DTC-77-2) 


The Depository Trust Company (‘DTC’) submitted, 
on February 24, 1977, a rule change pursuant to 
Section 19(b)(3) of the Securities Exchange Act of 
1934 and Rule 19b-4 thereunder. The rule change 
reduces DTC’s long position fee for bonds and other 
corporate debt securities on deposit. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3) of the Securities 
Exchange Act of 1934. At any time within sixty 
days of the filing of such proposed rule change, the 
Commission may summarily abrogate the rule change 
if it appears to the Commission that such action is 
necessary or appropriate in the public interest, for the 
protection of investors, or otherwise in furtherance of 
the purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federa! Register during the week of March 
14, 1977. Interested persons are invited to submit 
written data, views and arguments concerning the 
submission within twenty-one days fram the date of 
publication in the Federa/ Register. Persons desiring to 


make written submissions should file six copies there- 
of with the Secretary of the Commission, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-DTC-77-2. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be available 
for public inspection at the Securities and Exchange 
Commission's Public Reference Room, 1100 L Street, 
N.W., Washington, B.C. Copies of the filing will 
also be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 19916/March 4, 1977 


in the Matter of 


THE CONNECTICUT LIGHT & POWER COMPANY 
Berlin, Connecticut 


THE HARTFORD ELECTRIC LIGHT COMPANY 
Wethersfield, Connecticut 


(70-5903) 


ORDER AUTHORIZING CONSOLIDATION OF 
CERTAIN OPERATIONS OF TWO ASSOCIATED 
PUBLIC UTILITY COMPANIES 


The Connecticut Light & Power Company (‘‘CL&P”’) 
and The Hartford Electric Light Company (HELCO”), 
both of which are wholly-owned public utility sub- 
sidiaries of Northeast Utilities (‘Northeast’), a 
registered holding company, have filed an application 
and amendments thereto with this Commission 
pursuant to Section 13(b) of the Public Utility 
Holding Company Act of 1935 (‘Act’), and Rules 86, 
87, 90 and 91 promulgated thereunder as applicable 
to the proposed transaction. 


CL&P and HELCO, the two principal Connecticut 
operating subsidiaries of Northeast, propose to 
reorganize and consolidate their various regional 
utility operation functions. Under the proposed plan, 
CL&P will provide regional employee and related 
support services to HELCO within the respective 
service areas of HELCO, pursuant to a service con- 
tract (‘Service Contract’). The proposal basically 
affects the electric operations and also accommodates 
the present gas operations of the two companies on 
an interim basis pending resolution of ongoing 
divestiture proceedings (HCAR No. 19576). 


The proposed consolidation of Northeast’s Connecticut 
operations is designed to further realize benefits 
anticipated from the 1966 affiliation of CL@P, HELCO 
and Western Massachusetts Electric Company 
(“WMECO"”) as operating subsidiaries of Northeast. 
That affiliation contemplated certain cost savings 
and improvements in efficiencies through the central- 
ization of various staff services. The basic managerial 
objective underlying such holding company structure 
was to realize all advantages from integrated opera- 
tions consistent with state and local regulatory require- 
ments and the advantages of full authority and 
responsibility at the local operational level. 


At present, CL&@P and HELCO operate separately at 
the local level. Each company serves customers in 
sections of Connecticut where the other company 
also serves a-number of customers, necessitating in 
some instances duplication of facilities and personnel. 
In addition, due to variations in che size of the 
present districts and divisions (measured by the 
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number of customers served) there are substantial 
variations, both between CL&P and HELCO and 
within their respective organizations, in the number of 
personnel assigned to such areas and in the division 
of responsibilities among division and _ district 
personnel. 


The proposed reorganization contemplates the division 
of Northeast’s Connecticut operations into five 
operating Regions, each of which will be under the 
direction of a Regional Vice President who will be 
an officer of both CL&P and HELCO. Northeast’s 
Massachusetts operations will continue to be con- 
ducted by WMECO and will constitute a sixth Region. 
Each Region is to be divided into three Districts, 
and customers will be served from one or more 
Area Work Centers within the District. Each Regional 
Vice President will be responsible for all non- 
production and non-construction activities carried out 
within the Region and will supervise the District 
Manager of each district within the Region as well as 
overseeing officers with region-wide responsibility for 
personnel, community relations, customer services 
and operations. The District Managers will be 
responsible for energy consulting services, Customer 
accounting (such as meter reading and collections), 
appliance service, building maintenance and_ stores. 
The Area Work Centers will be the basic geo- 
graphical units responsible for ccnstruction, operation 
and maintenance of the distribution system, and 
maintenance of the transmission system. In addition 
to these primary duties the Area Operating Super- 
intendent will direct technical, operating, clerical, 
vehicle maintenance and meter support groups. 


Within the District organization, the District Manager 
will be responsible for those functions that are direct 
customer services, while the Area Operating Super- 
intendent will be responsible for the operation and 
maintenance of the distribution system. It is antici- 
pated that such arrangements will place administrative 
authority and responsibility for all daily decisions 
directly affecting both customer services and opera- 
tions at the lowest practical level and under the 
supervision of individuals with skills in these specific 
areas. 


The Regional organization has been established to pro- 
vide administrative direction and control over the total 
range of District functions - both customer services 
and distribution operations - for a major segment of 
the system companies’ service areas; and to provide 
certain staff services, such as distribution planning 
and the operation of customer service centers, for 
several Districts in a more cost-effective manner than 
would be possible if these activities were performed 
by each District individually. The establishment of a 
Regional management function also provides a means 
of coordinating and directing the combined customer 
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service and distribution activities. The proposed con- 
solidation of regional utility operation functions will 
not result in any overlapping of service functions 
being supplied to HELCO by CL&P and by Northeast 
Utilities Service Company (“Service Company’). The 
Service Company has responsibility for providing 
central staff advisory, supervisory, managerial and 
other services to all system companies. CL&P will 
provide services to HELCO solely at the regional or 
fieid level with respect to operating utility activities. 


Each Regional Vice President of CL&P will be ac- 
countable directly to the Executive Vice President- 
hegional Administration of the Service Company (who 
is also the principal officer, under the Chief Executive 
Office, of each of the operating companies). 


CL&P and HELCO also anticipate future cost savings 
for personnel and facilities. It is estimated that com- 
pletion of the proposed consolidation will permit the 
elimination of approximately 140 positions. Ap- 
proximately 65 of these positions have already been 
eliminated through attrition. It is anticipated most of 
the planned personnel reductions will be realized at 
the present area work center level and will be dis- 
tributed proportionately among the various job 
classifications at that level. It is estimated that, 
based upon salary and employee benefit levels for 
1976, the companies have realized payroll and related 
expense savings of approximately $1,400,000 by virtue 
of staff reductions already effected. The companies 
also state that additional annual savings of ap- 
proximately $1,500,000 may be realized upon comple- 
tion of the proposed consolidation. It is projected 
that savings from the elimination of the need for 
duplicate regional and district office facilities will 
amount to $13,500,000 over the next eight years 
and savings of $6,020,000 through 1999. 


Where services performed by CL&P can be identified 
as being performed specifically for HELCO, the cost 
of such services will be charged directly and solely 
to HELCO. Where a service is performed in part 
for each company, the cost of such service will be 
allocated between the two companies and charged 
in part to each. 


Direct costs, such as wages and salaries of employ- 
ees, cost of vehicle operations and the cost of 
materials.and supplies, will, to the extent practicable, 
be separately recorded and identified by the use of 
appropriate source documents. 


Charges for CL&P’s regional, district or other employ- 
ees who are simultaneously performing services for 
both CL&P and HELCO or for use of certain common 
facilities where it is impracticable to separately record 
and identify individual time or use charges will be 
allocated between the companies on the basis de- 





termined to be most fair and equitable. In instances 
in which allocation of charges is necessary, several 
different bases for allocation will be used in con- 
nection with different types of services performed 
by CL&P and HELCO. Charges for services provided 
by the offices of the Regional Vice President, District 
Manager, energy Consulting Services, Community 
Relations, Personnel and Building Maintenance will be 
allocated on the basis of the previous year’s gross 
operating revenues for each company from operations 
within the respective region or district. Service 
charges for services performed by the Customer 
Service Center, Customer Information Center, the 
Office of Appliance Service and the Office for 
Customer Billing and Accounting will be allocated on 
the basis of each company’s total number of 
customers for the previous year within the appropriate 
region or district. Charges for services rendered by the 
Offices of Regional Superintendents, Area Operations, 
Transportation and Stores will be allocated on the 
basis of each company’s gross utility plant in service 
for the previous year within the appropriate region or 
district. It is also stated that in some instances 
some other method of allocation will prove to be more 
fair and equitable than any of the foregoing methods; 
if such an occasion should arise the appropriate 
alternative method will be used. 


Under the proposed reorganization there will be a 
single regional organization structure in Connecticut. 


All of HELCO’s employees except those engaged in 
production at HELCO generating stations, including 
the executive officers and management of HELCO not 
presently officers of the Service Company, will be 


transferred to the CL&P payroll. Present HELCO 
production personnel will continue to be employees 
of HELCO. CL&P will enter into a service contract 
with HELCO to provide for the performance of the 
necessary operations and services for HELCO by 
CL&P’s employees and for the payment of the costs 
thereof by HELCO. The intercompany accounting for 
such services will not materially vary from the 
manner in which HELCO presently is charged for 
services performed in its service areas by others. 
Services performed within or for a HELCO service 
area by a regional employee of CL&P with related 
indirect expense (e.g., pension and unemployment 
compensation expenses, fringe benefits) would be 
directly charged to the appropriate accounts identify- 
ing HELCO as the recipient thereof. Cost components 
relating to the use of tangible personal property 
within the service areas of either CL&@P or HELCO 
generally would be allocated on the basis of usage 
of such property within such areas. Costs of services 
will be charged and settled monthly. 


No present transfers of title to real estate or other 
property for HELCO to CL&P are contemplated in 
connection with the performance of such services. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$4,500, including legal fees of $2,500. The proposed 
field reorganization of CL&@P and HELCO has been 
approved by the Connecticut Public Utilities Control 
Authority. No other state commission and no federal 
commission, other than this Commission, has juris- 
diction over the proposed transaction. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 pro- 
muigated under the Act (HCAR No. 19711), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that 
it is appropriate in the public interest and in the 
interest of investors and consumers that said applica- 
tion, as amended, be granted effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended, be, and it hereby is, granted effective 
forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act, except 
that CL&P shall furnish reports semiannually for the 
six months ended June 30 and the twelve months 
ended December 31 with respect to (i) the aggregate 
amounts billed to HELCO itemized according to 
Federal Power Commission system of Account, (ii) a 
breakdown of such charges between direct and in- 
direct charges and between salaries and expenses 
and (iii) a summarization of the aggregate of total 
salaries paid by CL&P on a departmental or other 
suitable basis and such other matters as may be 
reasonably requested by the Commission from time to 
time. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Release No. 19917/March 4, 1977 

In the Matter ‘of 

ALABAMA POWER COMPANY 

600 North 18th Street 

Birmingham, Alabama 35291 


(70-5634) 
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NOTICE OF POST-EFFECTIVE AMENDMENT RE- 
GARDING PROPOSED TRANSACTIONS RELATED 
TO FINANCING OF POLLUTION CONTROL FACILI- 
TIES 


NOTICE IS HEREBY GIVEN that Alabama Power 
Company (‘Alabama’’), an electric utility subsidiary 
company of The Southern Company, a registered 
holding company, has filed with this Commission a 
post-effective amendment to the application in this 
proceeding pursuant to Sections 9(a) and 10 of the 
Public Utility Holding Company Act of 1935 ("Act’’) 
regarding the following proposed transactions. All 
interested persons are referred to said application, 
which is summarized below, for a complete statement 
of the proposed transactions. 


Pursuant to prior authorization in this proceeding 
(HCAR No. 18908 (April 3, 1975) and HCAR No. 18918 
(April 7, 1975)), Alabama entered into an Installment 
Sale Agreement dated as of April 1, 1975 (‘Agree- 
ment’’) with the Industrial Development Board of the 
Town of Parrish (““Board’’) to finance certain pollution 
control facilities at Alabama’s Gorgas Steam Plant 
(such facilities at such plant referred to hereafter 
as the ‘’Project’’). The pollution control facilities are 
necessary to comply with prescribed environmental 
standards of the State of Alabama. The post-effective 
amendment relates to certain transactions of Alabama 
related to additional financing of such facilities. 


In accordance with the Agreement, the Board pur- 
chased from Alabama the then existing portions of 
the Project and undertook to complete its construction 
and to sell the completed Project to Alabama for a 
purchase price payable in semi-annual installments 
over a term of years. To secure its obligations under 
the Agreement, Alabama granted to the Board a 
security interest in the Project subordinate to the lien 
of the Indenture dated as of January 1, 1942, between 
Alabama and Chemical Bank, as Trustee, as supple- 
mented and amended. The Board issued its pollution 
control revenue bonds (‘Original Bonds’’) pursuant to 
a Trust Indenture dated as of April 1, 1975 (“Inden- 
ture’’) in the aggregate principal amount of 
$28,850,000. The Board assigned all its right, title, and 
interest in the Agreement, including such subordinate 
security interest, to the Revenue Bond Trustee as 
security for the pollution control revenue bonds, in- 
cluding the Original Bonds, to be issued under the 
Indenture. The proceeds of the sale of the Original 
Bonds were deposited by the Board with the trustee 
under the Indenture (‘‘Revenue Bond Trustee’”’). Such 
proceeds have been applied to payment of the Cost of 
Construction (as defined in the Agreement) of the 
Project. 


The total Cost of Construction of the Project will 
exceed the proceeds of the Original Bonds. Conse- 
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quently, Alabama proposes to request that the Board 
issue up to $14,400,000 in additional revenue bonds 
(‘Additional Bonds’’). Upon issuance of the Additional 
Bonds, Alabama’s obligation under the Agreement to 
make semi-annual purchase price payments will, as 
provided in the Agreement, be increased to require 
additional payments sufficient (together with other 
moneys held by the Revenue Bond Trustee under the 
Indenture for that purpose) to pay the principal of and 
interest on the Additional Bonds as they become due 
and payable. The Board and the Revenue Bond 
Trustee will enter in to a supplement (’’Supplement’’) 
to the Indenture providing for the Additional Bonds. 
The Supplement will provide for redemption provisions 
for the Additional Bonds comparable to those pro- 
vided for the Original Bonds. As in the Original 
Bonds, it is intended that the Additional Bonds will 
mature not more than 30 years entitled to the benefit 
of serial maturities and/or a mandatory redemption 
sinking fund calculated to retire not less than 25% of 
the aggregate principal amount of the Additional 
Bonds prior to maturity. Alabama and the Board will 
execute and deliver to the Revenue Bond Trustee, as 
required by the Indenture, a supplement to the Agree- 
ment providing for the payment of all expenses and 
costs incurred or to be incurred by virtue of the issu- 
ance of the Additional Bonds. 


It is contemplated that arrangements will be made by 
the Board with one or more investment bankers 
providing for the placement or underwriting of the 


Additional Bonds. Alabama will not be party to such 


arrangements. In accordance with the laws of the 
State of Alabama, the interest rate to be borne by 
the Additional Bonds will be fixed by the Board. A re- 
quest for a ruling that interest on the Additional 
Bonds presently is exempt from Federal income tax- 
ation has been filed with the Internal Revenue Service. 
Alabama has been advised that the annual interest 
rates on obligations, the interest on which is: tax 
exempt, historically have been and can be expected 
at the time of issue of the Additional Bonds to be 
1-1/2% to 2-1/2% lower than the rates of obligations 
of like tenor and comparable quality, interest on 
which is fully subject to Federal income taxation. 


The fees and expenses to be paid or incurred, directly 
or indirectly, in connection with the transactions pro- 
posed in the post-effective amendment (as _ dis- 
tinguished from and excluding fees and expenses 
incurred or to be incurred in connection with the sale 
of the Additional Bonds by the Board payable out of 
the proceeds of such sale and in connection with 
the determination of the tax exempt status of the 
Additional Bonds) will be filed by amendment. It is 
stated that the incurring of the obligations under 
the Agreement by Alabama has been authorized by 
the Alabama Public Service Commission. No other 
State commission and no Federal commission, other 
than this Commission, has jurisdiction over the pro- 





posed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 31, 1977, request 
in writing that a hearing be held on such matter, 
Stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised 
by said post-effective amendment to the application 
which he desires to controvert; or he may request 
that he be notified if the Commission should order a 
hearing thereon. Any such request should be ad- 
dressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail upon 
the applicant at the above-stated address; and proof 
of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the request. 
At any time after said date, the application, as 
amended or as it may be further amended, may be 
granted as provided in Rule 23 of the General Rules 
and Regulations promuigated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons 
whd request a hearing or advice as to whether a 
hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 19918/March 4, 1977 


In the Matter of 

OHIO EDISON COMPANY 

76 South Main Street 

Akron, Ohio 44308 

PENNSYLVANIA POWER COMPANY 

1 East Washington Street 

New Castle, Pennsylvania 16103 

(70-5979) 

NOTICE OF PROPOSED SALE OF UTILITY ASSET 


NOTICE IS HEREBY GIVEN that Ohio Edison Com- 
pany (‘Edison’), a registrered holding company and 


Pennsylvania Power Company, (‘Penn Power”), its 
electric utility subsidiary, have filed an application- 
declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (‘Act’) 
designating Sections 9(a)(1), (10), 12(b) and 12(d) of 
the Act and Rule 43 promulgated thereunder as 
applicable to the proposed transaction. All interested 
persons are referred to the application-declaration, as 
summarized below, for a complete statement of the 
proposed transaction. 


In September 1967, Edison, Penn Power, Duquesne 
Light Company (‘Duquesne’), The Cleveland Electric 
Illuminating Company and The Toledo Edison Com- 
pany, known as the Central Area Power Coordination 
Group (““CAPCO”), announced a program for the 
joint development of power generation and transmis- 
sion facilities. Among other units, the program 
currently contemplates two nuclear generating units 
(each having an expected ultimate capability of 
885,000 KW) at the Beaver Valley Station near 
Shippingport, Pennsylvania. The first of these units 
(“Unit No. 1’) went into limited commercial operation 
in September 1976. The other unit (“Unit No. 2’’) is 
now under construction and is currently expected to 
begin commercial operation in 1982. Edison, Penn 
Power and Duquesne own Unit No. 1 as tenants in 
common with Edison’s and Penn Power's undivided 
interests being 35% and 17.5%, respectively. 


Pursuant to a Construction Agreement dated Decem- 
ber 5, 1975 among the CAPCO companies, Unit No. 2 
is being designed and installed by Duquesne, as 
agent, and is currently owned by all the CAPCO Com- 
panies as tenants in common with undivided interests, 
Edison owning 35.60% and Penn Power owning 
6.28% of the unit. Construction, administrative, and 
other costs related to the. construction of Unit No. 2 
have been and are to be paid by the CAPCO compa- 
nies in proportion to their respective ownership 
interests. 


Edison proposes to acquire Penn Power’s ownership 
interest in Unit No. 2, thereby resulting in its owning 
an undivided 41.88% interest in the unit. It is stated 
that the proposed transaction will result in a dis- 
tribution of generating capacity more in keeping with 
forecasts of Edison’s and Penn Power's respective 
future load demands prepared more recently than 
those upon which the initial Construction Agreement 
was based. 


As promptly as possible after the receipt of all 
necessary regulatory approval, Edison proposes that 
(1) Penn Power will convey to Edison all of Penn 
Power's right, title and interest in Unit No. 2, in- 
cluding Penn Power’s interest in nuclear fuel pur- 
chased for Unit No. 2 and Penn Power's interest 
allocable to Unit No. 2 in facilities common to Unit 
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No. 2 and one or more units at the site and (2) Edison 
will pay Penn Power an amount equal to all book 
costs, including the allowance for funds used during 
construction, which Penn Power has then incurred 
with respect to the property conveyed (estimated to 
be approximately $13,750,000 at December 31, 1976). 
It is stated that, in order to effect the proposed 
transaction, the CAPCO companies will execute 


amendments to construction and operating agreé-- 


ments among them relating to Unit No. 2, and Edison 
will assume all future obligations with respect to the 
entire 41.88% undivided interest. 


Penn Power expects to apply the proceeds of the 
sale to continue its ongoing construction program, to 
reduce short-term debt incurred to meet requirements 
of such program, and to reimburse its treasury in 
part for monies expended for the construction of new 
facilities and the betterments of existing facilities. 


In connection with the consiruction of Unit No. 1 
and Unit No. 2, certain equipment was or is being 
installed for pollution control purposes. In order to 
help finance Penn Power's share of the cost of such 
equipment, the Beaver County Industrial Development 
Authority issued pollution control revenue bonds (the 
“Revenue Bonds’’) in an aggregate principal amount 
of $4,500,000. The proceeds of the Revenue Bonds 
(the ‘‘Proceeds’’) were deposited in an escrow ac- 
count and may be used only for costs related to the 
construction of, and financing for, such pollution 
control equipment. Penn Power has delivered its 
secured note (the ‘Series A Note’’) to the trustee 
under the indenture pursuant to which the Revenue 
Bonds were issued, and payments under the Series A 
Note are designed to provide sufficient funds in the 
hands of such trustee so as to permit payments of 
principal, interest and premium, if any, to be made on 
the Revenue Bonds when due. 


It is stated that as of December 31, 1976, $442,000 
of the Proceeds had not been spent, and it may 
be that at the time of the transfer of Penn Power's 
interest in Unit No. 2 to Edison there will still be 
Proceeds remaining. If this is the case and if Penn 
Power does not have sufficient unpaid expense relat- 
ing to pollution control facilities for Unit No. 1 to 
exhaust such Proceeds, it is proposed that the remain- 
ing Proceeds will be applied toward the cost of the 
completion of the pollution facilities related to the 
interest in Unit No. 2 which Edison is acquiring from 
Penn Power. In such case, Edison would agree to 
provide Penn Power with funds equal to a portion of 
the amounts Penn Power is obligated to pay under 
the Series A Note, such portion being based upon 
the ratio of the remaining Proceeds to $4,500,000 (i.e., 
the aggregate principal amount of the Revenue 
Bonds). It is stated that such payments would be 
made in such amount and at such times as would 
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enable Penn Power to make the related payments 
under the Series A Note. 


It is stated that the Pennsylvania Public Utility Com- 
mission has jurisdiction over the proposed sale by 
Penn Power and that the change in ownership may 
require amendment of the construction permit for Unit 
2 issued by the United States Nuclear Regulatory 
Commission. It is stated that no other state Com- 
mission and no federal commission, other than this 
Commission has jurisdiction over the proposed trans- 
action. Fees and expenses to be incurred by Edison 
and Penn Power will be supplied by amendment. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than March 28, 1977, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, and reasons for such 
request, and the issues of fact or law raised by said 
application-declaration which he desires to controvert; 
or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D.C. 20549. 
A copy of such request should be served personally 
or by mail upon the applicants-declarants at the 
above-stated addresses and proof of service (by affi- 
davit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after 
said date, the application-declaration, as filed or as 
it may be amended, may be granted and permitted to 
become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 19919/ March 4, 1977 


In the Matter of 





NEW ENGLAND ELECTRIC SYSTEM 
GRANITE STATE ELECTRIC COMPANY 
NEW ENGLAND POWER COMPANY 

20 Turnpike Road 

Westborough, Massachusetts 01581 


(70-5980) 


NOTICE OF PROPOSED SHORT TERM BANK BOR- 
ROWINGS BY OPERATING SUBSIDIARIES OF 
HOLDING COMPANY AND OF PROPOSED LOANS 
BY HOLDING COMPANY TO SUBSIDIARIES AND 
OF PROPOSED SALE OF COMMERCIAL PAPER BY 
SUBSIDIARY; REQUEST FOR EXEMPTION FROM 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that New England Elec- 
tric System (“NEES”), a registered holding company, 
and Granite State Electric Company (’’Granite’’) and 
New England Power Company (’’NEPCO”), operating 
subsidiaries of NEES, have filed an application- 
declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (’‘Act’’), 
designating Sections 6(a), 7, 9(a), 10 and 12 of the 
Act and Rules 43, 45(a) and 50, promulgated there- 
under, as applicable to the proposed transaction. 
All interested persons are referred to the application- 
declaration, summarized below, for a complete state- 
ment of the proposed transaction. 


Granite and NEPCO proposed during the period from 
the date of the Commission’s Order hereunder through 
March 31, 1978 to issue notes to the below listed 
banks and/or to NEES, and NEPCO also proposes to 
issue notes to dealers in commercial paper. 


The amounts shown below are the maximum face 
amounts of notes of each borrowing company to be 
held by the lenders at any one time pursuant to 
authority requested hereunder. The maximum 
amounts of short-term borrowings authorized to be 
outstanding at any one time by NEPCO ($96,000,000) 
from banks and NEES will be reduced by the amount 
of its commercial paper outstanding at that time. 


Proposed Maximum Short-Term Debt to 
be Outstanding at Any One Time 
During Period. 


(Thousands of dollars) 
Borrowing Company Banks or NEES (a) 
GRANITE 


THE FIRST NATIONAL BANK OF BOSTON, 
BOSTON, MASS. 


NEPCO 


BANK OF AMERICA, NORTH AMERICA DIVISION, 
NEW YORK, N.Y. 


BAYBANK NEWTON-WALTHAM TRUST COMPANY, 
WALTHAM, MASS. 

BROWN BROTHERS HARRIMAN AND COMPANY, 
BOSTON, MASS. 


CHASE MANHATTAN BANK, N.A., NEW YORK, N.Y. 

CHEMICAL BANK, NEW YORK,.N.Y. 

CITIBANK, N.A., NEW YORK, N.Y. 

CONTINENTAL ILLINOIS NATIONAL BANK AND TRUST 
COMPANY, CHICAGO, ILL. 

THE FIRST NATIONAL BANK OF BOSTON, 
BOSTON, MASS. 

THE FIRST NATIONAL BANK OF CHICAGO, 
CHICAGO, ILLINOIS 

IRVING TRUST COMPANY, NEW YORK, N.Y. 
MANUFACTURERS HANOVER TRUST, 
NEW YORK, N.Y. 

MORGAN GUARANTY TRUST COMPANY, 
NEW YORK, N.¥. 

NEW ENGLAND MERCHANTS NATIONAL BANK, 
BOSTON, MASS. 

SHAWMUT BANK OF BOSTON, N.A., 
BOSTON, MASS. 

STATE STREET BANK AND TRUST COMPANY, 
BOSTON, MASS. 

WORCESTER COUNTY NATIONAL BANK, 
WORCESTER, MASS. 


TOTAL NEPCO 
(a) Or Commercial Paper in The Case of NEPCO 


5,000 
5,000 
4,500 
3,000 


2,500 
$96,000 


The proceeds of such proposed borrowings are to be 
used to pay then outstanding notes initially issued to 
banks, dealers in commercial paper and/or to NEES 
at or prior to maturity and provide new money for 
capitalizable expenditures or to reimburse the treasury 
therefore, Granite as of December 31, 1976, has no 
outstanding short-term debt and estimates its con- 
struction expenditures through March 31, 1978 at 
$2,140,000. NEPCO, as of December 31, 1976, has 
$50,100,000 in outstanding short-term debt and esti- 
mates its construction expenditures through March 
31, 1978 at $112,000,000. 


The proposed borrowings from banks and/or NEES 
will be evidenced by notes payable maturing in less 
than one year from the date of issuance, and will 
provide for prior payment in whole or in part without 
premium. The borrowing companies will maintain 
funds in the banks which represent compensating 
balances or in lieu thereof will pay fees to the banks 
equivalent to such compensating balance require- 
ments. The notes to banks will bear interest at not in 
excess of the prime rate in effect at the time borrow- 
ings are made (not including any fees in lieu of 
compensating balances). The notes to NEES will bear 
interest at not in excess of the prime rate in effect 
at the time borrowings are made. Based on com- 
pensating balance requirements of about 10 to 20%, 
or fees equivalent thereto, the effective interest cost 
of bank borrowing would be approximately 6.9% to 
7.8% per annum, based on the current prime rate of 
6-1/4%. 


The effective interest cost of borrowings from NEES 
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would be the prime rate. 


It is proposed that Granite and NEPCO may prepay 
their notes to NEES, in whole or in part, with bor- 
rowings from banks or from the sale of commercial 
paper, or that their borrowings from banks may be 
prepaid, in whole or in part, with borrowings from 
NEES or from the sale of commercial paper. In the 
event of borrowings from banks at a higher interest 
rate or the sale of commercial paper at a higher 
effective interest cost, to prepay notes to NEES, NEES 
will credit the borrowers for any excess interest from 
the date of issuance of the new notes or commercial 
paper to the normal maturity date of the notes to 
NEES being prepaid. Conversely, in the event of 
borrowings from NEES to prepay notes to banks, the 
interest rate of the notes issued to NEES will be 
the lower of (1) the interest rate on the notes 
being prepaid: or (2) the prime interest rate in effect, 
but with respect to (1) only to the maturity date of 
the notes so prepaid, and thereafter at the prime 
interest rate in effect at the time the new notes are 
issued. 

NEPCO proposes to issue and sell commercial paper 
during the period through March 31, 1978, directly to 
Lehman Commercial Paper Incorporated (’’Lehman’’) 
and/or A. G. Becker & Co., Incorporated (‘‘Becker’’), 
dealers in commercial paper. Lehman and Becker, as 
principals, will reoffer such commercial paper to not 
more than 100 of their respective customers whose 
names appear on non-public lists prepared in advance 
by Lehman and Becker. No additions will be made to 
such lists of customers. It is expected that such 
commercial paper will be held to maturity by the 
purchasers from the dealers, but, if any such pur- 
chaser wishes to resell prior to maturity, Lehman or 
Becker, as the case may be, pursuant to an oral 
repurchase agreement will repurchase the paper for 
resale to others on said lists of customers. 


The commercial paper so issued and sold by NEPCO 
will be in the form of unsecured promissory notes 
having varying maturities of not in excess of 270 days. 
Actual maturities will be determined by market condi- 
tions, the effective interest cost to the issuer, and the 
issuer's cash requirements at the time of issuance. 
The commercial paper will be in denominations of not 
less than $50,000 and not more than $1,000,000. The 
terms of the commercial paper do not provide for 
prepayment prior to maturity. The commercial paper 
will be purchased by Lehman and Becker from the 
issuer at a discount which will not be in excess of 
the discount rate per annum prevailing at the date of 
issuance for the particular maturity at which prime 
commercial paper Of comparable quality is sold by 
public utility issuers to commercial paper dealers. 
Lehman and Becker will initially reoffer the commercial 
paper at a discount rate not more than 1/8 of 1% 


per annum less than the prevailing discount rate to the 
issuer. 


1960/SEC DOCKET 


The effective interest cost to the issuer on such paper 
will not exceed the effective interest costs at the time 
of issue for borrowings from The First National Bank 
of Boston, except that, in order to obtain maximum 
flexibility, commercial paper may be issued with a 
maturity of not more than 90 days from the date of 
issue with an effective cost in excess of such effective 
interest cost from The National Bank of Boston. 


There are no fees or commissions to be paid in con- 
nection with proposed transactions; incidental services 
will be performed by New England Power Service 
at the actual cost thereof. 


NEPCO states that, with respect to the issue and 
sale of notes by it to Lehman and Becker, NEPCO 
requests an exemption from the competitive bidding 
requirements of Rule 50 pursuant to subparagraph 
(a)(5) of said Rule. 


Granite ‘and NEP have sought authorization from 
the New Hampshire Public Utilities Commission 
which has jurisdiction over the proposed issuance 
of short-term promissory notes by Granite and NEP. It 
is stated that no other state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than March 28, 1977, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, and reasons for 
such request, and the issues of fact or law raised 
by said application-declaration which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D.C. 
20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above-stated address and proof of service (by 
affidavit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. At any time 
after said date, the application-declaration, as filed 
or as it may be amended, may be granted and 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemp- 
tion from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 19920/ March 4, 1977 


In the Matter of 


WEST TEXAS UTILITIES COMPANY 
P. O. Box 841 
Abilene, Texas 79604 


(70-5971) 


NOTICE OF PROPOSED AMENDMENTS TO ARTI- 
CLES OF INCORPORATION INCREASING AU- 
THORIZED UNSECURED DEBT; MODIFYING EARN- 
INGS COVERAGE CALCULATION FOR PURPOSES 
OF ISSUING PREFERRED STOCK AND FOR PUR- 
POSES OF ISSUING COMMON STOCK DIVIDEND; 
REDEFINING NET INCOME AVAILABLE FOR DIVI- 
DENDS; REDEFINING TOTAL CAPITALIZATION; 
AND ORDER AUTHORIZING SOLICITATION OF 
PROXIES IN CONNECTION THEREWITH 


NOTICE !S HEREBY GIVEN that West Texas Utilities 
(“WTU"), an electric utility subsidiary of Central and 
South West Corporation, a registered holding com- 
pany, has filed a declaration with this Commission 
pursuant to the Public Utility Holding Company Act 
of 1935 ("Act’’), designating Sections 6(a), 7 and 
12(e) of the Act and Rules 62 and 45, promulgated 
thereunder, as applicable to the following proposed 
transactions. All interested persons are referred to the 
declaration which is summarized below, for a com- 
plete statement of the proposed transaction. 


WTU proposes that is Articles of Incorporation 
(“‘Articles’’) be amended to allow it to incur unsecured 
obligations maturing in less than 10 years (‘’short- 
term debt’’) up to an amount not to exceed 20% 
of its total secured debt, capital and retained earnings 
(‘total capitalization’), provided that short-term debt 
in excess of 10% of total capitalization mature not 
later than November 1, 1982. Currently, the Articles 
do not allow the Company to incur short-term debt 
in an amount in excess of 10% of total capitalization 
without the approval of the holders of a majority 
of outstanding Preferred Stock. WTU states that the 
purpose of this change is to permit it to delay the 
refunding of short-term debt with First Mortgage 
Bonds so that it can sell larger issues of Bonds at 
less frequent intervals with resulting lower estimated 
costs. 


WTU estimates its capital expenditures for the years 
1977-1979 at $122,740,000. WTU states that its total 
capitalization on December 31, 1976 was $161,993,605, 


with Common Stock equity comprising 52%, First 
Mortgage Bonds 44% and Preferred Stock 4%. 
WTU states that presently it can incur up to 
$16,200,000 in short-term debt. WTU states that it 
presently has $9,000,000 in short-term debt outstand- 
ing. The proposed amendment would allow it to incur 
short-term debt up to approximately $32,000,000. 


WTU further proposes that the Articles be amended 
to change the earnings test that must be satisfied 
as a precondition for the issuance of additional Pre- 
ferred Stock without the approval of the holders of a 
majority of the Preferred Stock then outstanding. The 
earnings test presently requires that WTU’s gross 
income for a period of 12 consecutive calendar 
months ending within the 15 calendar months im- 
mediately preceding the date of issuance of the addi- 
tional Preferred Stock must be 1-1/2 times the sum of 
the annual interest charges on all of its securities 
representing indebtedness and the annual dividend 
requirement on all shares of its Preferred Stock or 
any prior or parity stock, in each case to be outstand- 
ing immediately after the issuance of the additional 
Preferred Stock. Gross income for these purposes is 
presently computed under the Articles after deducting 
all taxes, including income taxes, and the greater of 
(a) the aggregate amount charged by WTU on its 
books to income or earned surplus for maintenance, 
repairs and depreciation of its property or (b) an 
amount in each calendar year aggregating not less 
than 15% of its gross operating revenues derived 
from the operation of its utility properties, less costs 
of power purchased for exchange or resale. 


WTU states that all of its rate schedules include fuel 
adjustment provisions and that the recent increases in 
fuel costs have resulted in large recoveries under 
those provisions thus substantially inflating their gross 
revenues. WTU states that the increases of revenues 
resulting from recovery of higher fuel costs have 
been sharply out of proportion to increases in other 
areas of WTU’s business, notably its utility plant, 
operating income and net income. Therefore, WTU 
feels that deductions based on gross revenues are 
inappropriate for determining earnings test coverage 
ratios. WTU states that the proposed amendment to 
the Articles would, accordingly, change the earnings 
test to require that, in determining gross income for 
the applicable period, the amounts to be deducted 
from gross income as charges or provisions for 
depreciation, retirements, renewals, and replacements 
and/or amortization, shall not be less in the aggregate 
than an amount equal to 2.9% of the arithmetical 
average of the amount of its depreciable bondable 
property at the beginning and the amount thereof 
at the end of such period in its plant accounts 
on its books determined in accordance with generally 
accepted accounting practices. The 2.9% rate is ap- 
proximately equivalent to the average depreciation 
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rate on depreciable bondable property used by WTU 
for general accounting purposes for 1972 through 
1976. WTU states that it should be noted that the 
provision for a minimum deduction would, under the 
proposed amendment, relate solely to depreciation, 
rather than to maintenance, repairs and depreciation. 


WTU states that although it has no presently pro- 
jected plans for offering Preferred Stock, if future 
fuel cost levels meet its projections the earnings 
deduction under the present terms of the Articles is 
likely to increase sufficiently to make it difficult to 
satisfy the earnings test for issuance of additional 
Preferred Stock when it is necessary to do so in the 
future. WTU states that under the proposed formula- 
tion, its earnings coverage ratio for 1976 would be 
3.69 whereas, as presently computed, it is 2.42. 


WTU further proposes to change the minimum deduc- 
tions required in computing ‘‘Common Stock Equity’’ 
for purposes of determining the amount available for 
payment as common stock dividends. 


For these purposes “Common Stock Equity” is de- 
fined generally as the stated capital and retained 
earnings subject to certain deductions, one of which is 
the excess, if any, for the period beginning January 
1, 1954, and ending at the end of a month within 90 
days of the date of which Common Stock equity is 
being determined, of an amount equal to 15% of 
gross operating revenues over the aggregate amount 
charged or provided on WTU’s books for main- 
tenance, repairs and depreciation for such period. 


WTU proposes that the Articles be amended to pro- 
vide that the foregoing deduction remain in effect 
for the period through December 31, 1976, but that 
for all periods after that date there be required to be 
deducted instead, the excess, if any, of an amount 
equal to 2.9% of the arithmetical average of the 
amount of depreciable bondable property under its 
First Mortgage Indenture at January 1, 1977, and the 
amount at the end of the period for which the cal- 
culation is being made, over the aggregate amount 
charged or provided on its books for depreciation, 
retirements, renewals, and replacements and/or amor- 
tization for such period. As with the preceding pro- 
posed amendment, it should be noted that the 
provision for the minimum deduction for periods after 
December 31, 1976, would relate solely to deprecia- 
tion, rather than to maintenance, repairs and depre- 
ciation. WTU states that this amendment is motivated 
by the same consideration with respect to inflated 
gross revenue figures due to fuel recovery provisions, 
as discussed above. 


WTU further states that the Articles presently pro- 
hibit, without the approval of holders of a majority 
of Preferred Stock outstanding, the issuance of 
additional Preferred Stock unless the aggregate of 
WTU’s Common Stock capital and surplus is not less 
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than the aggregate amount payable upon liquidation 
in respect of all shares of outstanding Preferred 
Stock. Furthermore, if surplus is considered to de- 
termine that the liquidation amount for issuing Pre- 
ferred Stock is sufficient, the WTU can not pay any 
dividends on Common Stock which would result in 
reducing Common Stock equity to an amount less 
than the aggregate amount payable upon liquidation 
respect of all outstanding Preferred Stock. WTU 
proposes that, for the reasons stated above in con- 
junction with the other proposed amendments and to 
maintain a consistent terminology throughout the 
Articles, that the proposed amended definition of 
Common stock equity, discussed above, apply equally 
for purposes of limitations on common stock dividends 
if earned surplus is used as a basis for issuing addi- 
tional preferred stock. 

WTU further states that dividends on its Common 
Stock are limited to certain percentages of its net 
income available for dividends on Common Stock if 
its ratio of Common Stock equity to total capitalization 
is, or would by the payment of such dividends 
become less than 25% of total capitalization. Cur- 
rently, the Articles require that there be deducted, in 
determining net income available for Common Stock 
dividends, for the purposes of computing such 
limitations, an amount equal to 15% of gross operat- 
ing revenues from January 1, 1954, for the 12-month 
period as to which net income is being calculated, 
less the aggregate amount charged during such period 
by WTU on its books for maintenance, repairs and 
depreciation. WTU proposes to delete the reference to 
15% of gross operating revenues and, instead, to 
provide that ‘‘net income available for Common 
Stock dividends” should be determined in accordance 
with applicable regulations or generally accepted 
accounting practices. Net income available for Com- 
mon Stock dividends would then be the same as 
“net income’ reported in WTU’'s Statement of 
Operations included in its 1976 Annual Report. WTU 
states that the increase in gross revenues due to fuel 
recovery provisions, discussed above, motivates this 
proposal as well. 


WTU further proposes to delete Common Stock 
equity as a component of “total capitalization’ for 
purposes of the limitation on common stock dividends 
and to add a new definition of ‘’total capitalization’. 
WTU states that the Articles currently define ‘‘total 
Capitalization’ for the purpose of determining if 
Common Stock equity has fallen below 20% or 25% 
of total capitalization, as the sum of (a) Common 
Stock equity, as defined, (b) the excess, if any, of 
the aggregate amount payable on liquidation in re- 
spect of all outstanding Preferred Stock over the 
aggregate par value of such Preferred Stock and any 
premiums thereon, (c) the par value of or any 
premium on outstanding stock of WTU not included 
in Common Stock equity and (d) the principal amount 
of all outstanding First Mortgage Bonds and other 





securities representing indebtedness of WTU maturing 
more than 12 months after the date of the determina- 
tion. 


WTU states that the definition of Common Stock 
equity for these purposes requires it to deduct from 
“total capitalization” the excess, if any, from January 
1, 1954, to the date of determination, of an amount 
equal to 15% of gross operating revenues (less certain 
deductions) over the aggregate amount charged or 
provided on its books for maintenance, repairs and 
depreciation of property for such period. WTU pro- 
poses to delete this 15% deduction, being of the 
Opinion that such a deduction is essentially redundant 
in view of the fact that dividends are already limited 
to stated percentages of net income if Common 
Stock equity as otherwise determined falls below 
given percentages of total capitalization, and is there- 
fore not appropriate for the protection of the Preferred 
Stockholders. 


WTU proposes to call a special meeting of all its 
Preferred and Common shareholders to be held on or 
about April 19, 1977 to vote upon the proposal 
amendments. WTU proposes to solicit proxies through 
the use of proposed proxy soliciting material. Each 
share of stock, Preferred or Common, is entitled to 
one vote per amendment and each amendment re- 
quires the approval of at least two-thirds of the out- 
standing shares of Preferred Stock, voting as a class 
and at least two-thirds of the outstanding shares of 
Preferred Stock and Common Stock, voting together, 
for acceptance. Central and South West Corporation 
is the holder of all 2,475,000 outstanding shares of 
WTU’s Common Stock and has indicated its intention 
to vote such shares in favor of all the proposed 
amendments. 


It is stated that no state commission and no federal 
commission, other than this Commission, has juris- 
diction over the proposed transaction. Fees and ex- 
penses to be incurred in connection with the proposed 
transaction are estimated at $10,000, including $5,000 
in legal fees. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 28, 1977, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
declaration, which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail upon 
the declarant at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney at 
law, by certificate) should be filed with the request. 


At any time after said date, the declaration, as filed, 
or as it may be amended, may be permitted to become 
effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a 
hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


It appearing to the Commission that the declaration, 
insofar as it proposes to solicitation of proxies from 
WTU’s stockholders, should be permitted to become 
effective forthwith pursuant to Rule 62: 


IT 1S ORDERED that the declaration, regarding the 
proposed solicitation of proxies of WTU’s stock- 
holders be, and it hereby is, permitted to become 
effective forthwith pursuant to Rule 62 and subject to 
the terms and conditions prescribed in Rule 24 under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 19921/March 7, 1977 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
GPU SERVICE CORPORATION 
New York, New York 10005 


(70-4990) 


ORDER AUTHORIZING PROPOSED ISSUE AND 
SALE OF NOTES BY SUBSIDIARY TO PARENT 


General Public Utilities Corporation (‘‘GPU’’), a regi- 
stered holding company, and its wholly-owned sub- 
sidiary, GPU Service Corporation (‘Service Com- 
pany’’), have filed post-effective amendments to the 
application-declaration previously filed in this matter, 
pursuant to Sections 6(a), 7, 9(a), 10, 12 and 13 of the 
Public Utility Holding Company Act of 1935 (’’Act’’) 
and Rules 86-91, inclusive, promulgated thereunder, 
regarding the proposed transaction. 
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By order dated April 29, 1971 (HCAR No. 17112), the 
Commission authorized the organization of, and con- 
duct of business by, Service Company. The Com- 
mission’s Order also authorized GPU to acquire for 
cash long-term unsecured notes of Service Company 
not exceeding $5,000,000 aggregate principal amount 
at any one time outstanding. Each such note would 
mature 40 years from the date of issuance of the 
first note, would be prepayable without premium or 
penalty by Service Company at any time and would 
bear interest at a rate equal to the prime rate for 
short-term commercial borrowings generally in effect, 
from time to time, in New York City, plus not more 
than 20% thereof, such interest rate to be adjusted 
to conform with changes in the prime rate as of 
the first business day following the date of announce- 
ment of any such change. It was decided that Service 
Company would at all times maintain its aggregate 
capital, including the principal amount of notes out- 
standing, at an amount approximately equal to the 
sum of two months’ operating expenses, plus the cost 
of its property, less applicable reserves, prepayments 
and petty cash working funds. Subsequently, by 
Order dated June 3, 1975 (HCAR No. 19023), the 
Commission authorized an increase from $5,000,000 
to $6,000,000 in the maximum aggregate principal 
amount of Service Company’s unsecured notes which 
could be acquired by GPU. However, all such notes 
representing borrowings in excess of $5,000,000 were 
to be notes of a maturity date not exceeding two 
years from the date of issuance and were to bear 
interest at a rate equal to the actual cost of short- 
term borrowings by GPU, taking into consideration 
compensating balance requirements for such short- 
term borrowings by GPU. 


As of the date of the application-declaration, the 
aggregate outstanding amount of Service Company’s 
unsecured notes so acquired by GPU is $3,955,683.40. 


GPU and Service Company now seek authority to 
increase to $10,000,000, from $6,000,000 the max- 
imum aggregate principal amount of Service Com- 
pany’s unsecured notes which may be acquired by 
GPU. The period and interest rates applicable to all 
such notes representing borrowings in excess of 
$5,000,000 will be identical to the period and interest 
rates applicable to the notes purchased pursuant to 
the Order dated June 3 1975 (HCAR No. 19023). 
Moreover, Service Company will continue to maintain 
its aggregate capital, including the principal amount of 
all such notes outstanding, at all times equal to the 
sum of approximately two months’ operating ex- 
penses, plus the cost of its property (to the extent 
not financed from borrowings of others) less ap- 
plicable reserves, prepayments and petty cash working 
funds. 


GPU states that the relocation of the corporate 
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headquarters of Service Company will involve Service 
Company's acquisition of approximately 25 acres of 
real estate in Parsippany, New Jersey and the con- 
struction thereon of a three story office building and 
other related facilities. GPU and Service Company 
estimate that it will be necessary for Service Company 
to provide, through unsecured loans from GPU, at 
least $4,000,000 for the cost of the project during 
its early stages, including land acquisition, and initial 
construction costs, in addition to any outside con- 
struction and/or permanent financing which might be 
obtained. 


GPU and Service Company have determined that it is 
necessary to acquire the real estate and construct 
the proposed office building inasmuch as no com- 
parable commercial properties are available in the 
Parsippany area which would be suitable or economi- 
cal for long-term occupancy. GPU and Service Com- 
pany presently estimate the total cost of land acqui- 
sition, improvement and _ construction of the 
Parsippany office building and relatéd facilities to be 
approximately $13,500,000. Of this amount, it is ex- 
pected that approximately $2,000,000 will be expended 
for land acquisition and improvement. Moreover, 
GPU and Service Company anticipate that approxi- 
mately $2,300,000 of the total cost of the project will 
be expended during the first six (6) months of 1977; 
approximately $1,600,000, representing the balance to 
be spent for land and land improvements, is expected 
to be expended before the end of February 1977. At 
the date hereof, Service Company has spent approxi- 
mately $400,000 for the purchase of land and im- 
provements thereon. 


The fees and expenses to be incurred by GPU or 
Service Company in connection with the proposed 
transaction are estimated at $6,000. No state commis- 
sion and no federal commission, other than this Com- 
mission, has jurisdiction over the proposed transaction. 


Due notice of the filing of said post-effective amend- 
ments to the application-declaration has been given in 
the manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 19878), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that the application-declaration, as amended by the 
post-effective amendments, be granted and permitted 
to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said post- 
effective amendments to the application-declaration, 
be, and it hereby is, granted and permitted to become 





effective forthwith, subject to the terms and condi- 
tions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 19922/February 28, 1977 


In the Matter of 


NORTHEAST UTILITIES 
P. O. Box 270 
Hartford, Connecticut 06101 


THE CONNECTICUT LIGHT AND POWER 
COMPANY 

THE HARTFORD ELECTRIC LIGHT COMPANY 

WESTERN MASSACHUSETTS ELECTRIC 
COMPANY 

NORTHEAST NUCLEAR ENERGY COMPANY 


(70-5734) 


NOTICE OF POST-ELECTIVE AMENDMENT RE- 
GARDING FINANCING OF NUCLEAR FUEL CORES 


NOTICE IS HEREBY GIVEN that Northeast Utilities 
(‘Northeast’), a registered holding company; The 
Connecticut Light and Power Company, The Hartford 
Electric Light Company, and Western Massachusetts 
Electric Company, public-utility subsidiary companies 
of Northeast; and Northeast Nuclear Energy Company 
(“NNEC”), a subsidiary company of Northeast form- 
erly known as The Millstone Point Company, have 
filed with this Commission a post-effective amend- 
ment to the application-declaration in this proceeding 
pursuant to Sections 6(a) and 7 of the Public Utility 
Holding Company Act of 1935 ("Act’’) regarding the 
following proposed transactions. All interested persons 
are referred to the post-effective amendment to the 
application-declaration, which is summarized below, 
for a complete statement of the proposed trans- 
actions. 


By orders in this proceeding dated October 21, 
1975, January 16, 1976, and October 22, 1976 (HCAR 
Nos. 19218, 19346, and 19726), the Commission 
authorized NNEC to engage in certain financing of its 
nuclear fuel cores and related transactions, including 
the issuance and sale through March 31, 1977, of up 


to $25,000,000 of short-term notes outstanding at any 
one time to a group of banks. 


NNEC now requests an extension of time through 
March 31, 1978, and proposes to issue and sell 
notes to banks as previously authorized in the maxi- 
mum aggregate amount of $25,000,000 outstanding at 
any one time as a continuing component of the 
nuclear fuel financing program. 


NNEC had $23,000,000 of notes to banks outstanding 
at January 31, 1977. The proposed bank borrowings 
will be repaid in part from the proceeds of any future 
long-term nuclear financing; however, short-term bor- 
rowings will remain as a continuing part of the fuel 
financing program. 


Although no formal commitments for NNEC’s bank 
borrowings to be effected in continuance of the 
financing program have been made with any bank, 
NNEC expects that a portion of such borrowings will 
be effected from the following banks in the following 
maximum amounts: 


Maximum Amount 


The Connecticut Bank and Trust Company, 
Hartford, Connecticut 

Hartford National Bank and Trust Company, 
Hartford, Connecticut 

The First National Bank of Boston, Massachusetts 

The Colonial Bank and Trust Company, 

Waterbury, Connecticut 

Connecticut National Bank, Bridgeport, Connecticut 


$10,000,000 


7,000,000 
7,000,000 


3,000,000 
2,500,000 


$28,500,000 


The bank notes will each be dated the date of issue, 
will have a maximum maturity date of nine months 
with right of renewal, will bear interest at the prime 
rate in effect from time to time at the lending bank 
adjusted as of the date of any change in such rate, 
will be subject to prepayment at any time at NNEC’S 
option without premium, and will be subordinated 
to any secured notes issued by NNEC. Compensating 
balances of up to 10% of the credit line plus 10% 
of the average borrowings are required by the above 
banks. The effective interest rate for the borrowings 
would be 7.81% based on a 6.25% prime rate. 


It is stated that expenses in the amount of $500 will 
be incurred in connection with the proposed trans- 
actions and that no State or Federal commission, 
other than this Commission, has jurisdiction over 
the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 24, 1977, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such re- 
quest, and the issues of fact or law raised by said 
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post-effective amendment to the application-declara- 
tion which he desires to controvert; or he may request 
that he be notified if the Commission should order a 
hearing thereon. Any such request should be ad- 
dressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail upon 
the applicatns-declarants at the above-stated address, 
and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with 
the request. At any time after said date, the applica- 
tion-declaration, as now amended or as it may be 
further amended, may be granted and permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 19923/March 8, 1977 


In the Matter of 


OHIO EDISON COMPANY 
Akron, Ohio 44308 


PENNSYLVANIA POWER COMPANY 
New Castle, Pennsylvania 16103 


(70-5960) 


ORDER AUTHORIZING PROPOSED ISSUANCE AND 
SALE OF COMMON STOCK BY HOLDING COM- 
PANY 


Ohio Edison Company (Ohio Edison’’), a registered 
holding company, and Pennsylvania Power Company 
(‘Pennsylvania’), an electric subsidiary of Ohio Edi- 
son, have filed an application-declaration and amend- 
ments thereto, with this Commission pursuant to 
Sections 6(a), 6(a)(2), 6(b), 9(a), 10 and 12(b) of the 
Public Utility Holding Company Act of 1935 (’’Act’’) 
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and Rules 43 and 50 promulgated thereunder as 
applicable to the proposed transaction. 


Ohio Edison proposes to issue and sell up to 
5,000,000 shares of its authorized but unissued 
Common Stock, par value $9 per share (‘Additional 
Common Stock’) and to sell the same to under- 
writers, at competitive bidding. Ohio Edison states 
that the reason for the proposed issue is to provide 
funds to enable it to continue its ongoing construction 
program, to acquire Common Stock from Pennsyl- 
vania, as described below, and to repay unsecured 
short-term debt, estimated to aggregate $93,000,000 
at the time of the issuance of the Additional Common 
Stock. Ohio Edison estimates its construction expendi- 
tures for 1977 at $397,460,000. 


Ohio Edison further proposes to purchase from Penn- 
sylvania, and Pennsylvania proposes to issue and sell, 
up to 850,000 of Pennsylvania authorized but unissued 
common stock at a price per share equal to its par 
value, $30 per share, for total cash consideration of 
up to $25,500,000. It is currently proposed that 
300,000 shares be issued and sold in March 1977, 
that 300,000 be issued and sold in May 1977, and 
that the remaining 250,000 shares be issued and sold 
in December 1977. 


Pennsylvania presently has 840,000 shares of au- 
thorized and unissued common stock. To provide for 
the presently proposed and additional, similar sales to 
Ohio Edison, presently expected to take place in 1978 
and 1979, Pennsylvania proposes to increase its au- 
thorized number of shares of common stock of the par 
value $30 per share from 4,000,000 to 4,800,000 (’’new 
common stock’’). In this connection, Pennsylvania 
must seek the consent and approval of its sole voting 
stockholder, Ohio Edison, and Ohio Edison proposes 
to give such consent and approval. 


The reason for and the anticipated effect of the pro- 
posed issue and sale is to provide funds to enable 
Pennsylvania to continue its ongoing construction pro- 
gram and to repay unsecured short-term debt, esti- 
mated to aggregate $20,000,000 at the time of the 
sale in March. Pennsylvania estimated its construction 
expenditures for 1977 at $79,552,000 


The Public Utilities Commission of Ohio has approved 
the proposed issue and sale of the Additional Com- 
mon Stock. The fees and expenses to be incurred in 
connection with the issuance and sale of the Addi- 
tional Common Stock are estimated at $155,000, 
including $25,000 in legal fees. 


The Pennsylvania Public Utility Commission has juris- 
diction over the proposed issue and sale of the new 
Common Stock. An order by the Pennsylvania Com- 
mission has not yet been issued as of this date. 





Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 19877), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and 
that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that the application-declara- 
tion, as amended, insofar as it relates to the issuance 
and sale of the Additional Common Stock by Ohio 
Edison, be granted and permitted to become effective. 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, insofar as it relates to the 
issue and sale of the Additional Common Stock by 
Ohio Edison be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rules 24 and 50 
promulgated under the Act. 


IT 1S FURTHER ORDERED that jurisdiction be and it 
hereby is, reserved over all other aspects of the 
proposed transaction, including the authorization for 
and issuance and sale of the new Common Stock and 
fees and expenses to be incurred in connection with 
that transaction. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 19924/ March 8, 1977 


In the Matter of 


SYSTEM FUELS, INC. 
New Orleans, Louisiana 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 


MISSISSIPPI POWER & LIGHT COMPANY 
Jackson, Mississippi 


NEW ORLEANS PUBLIC SERVICE INC. 
New Orleans, Louisiana 


(70-5964) 


ORDER APPROVING PROPOSAL BY SYSTEM FUEL 
SUBSIDIARY AND ITS PARENT OPERATING COM- 
PANIES TO ENTER INTO LONG-TERM COAL CON- 
TRACT WITH JOINT-VENTURE COAL COMPANY 


Arkansas Power & Light Company (“AP&L’’), Louisi- 
ana Power & Light Company, Mississippi Power & 
Light Company and New Orleans Public Service, Inc. 
(collectively, the ‘‘Operating Companies’’), subsidiary 
electric utility companies of Middle South Utilities, 
Inc. (‘Middle South’’), a registered holding company, 
and System Fuels, Inc. (‘SFI’), the Middle South 
system fuel supply subsidiary which is jointly-owned 
by the Operating Companies, have filed a joint appli- 
cation-declaration and an amendment thereto pur- 
suant to Sections 9(a)(1), 10, 12(b) and 12(f) of the 
Public Utility Holding Company Act of 1935 (‘Act’) 
and Rule 45 promulgated thereunder as applicable to 
the following proposed transactions. 


Pursuant to its responsibilities as the fuel supplier for 
the Middle South system, SFI has entered into a Coal 
Supply Agreement and certain supplemental agree- 
ments (‘‘Coal Agreement’’), to become effective upon 
receipt of the Commission’s approval, with Antelope 
Coal Company (‘Antelope’). Antelope is a joint 
venture between Powder River Coal Company and 
Pan Eastern Coal Company, subsidiaries, respectively, 
of Peabody Coal Company (‘’Peabody’’) and Pan- 
handle Eastern Pipeline Company. Under the Coal 
Agreement, Antelope will supply coal to SFI for use in 
the third and fourth system coal-fired units, currently 
intended to be owned and operated by AP&L. It is 
expected that these units will become operational in 
the early or mid-1980’s, and that they will each 
require an estimated 2.5 million tons of coal per year. 
The coal to be supplied will be low sulfur coal, with a 
sulfur content ranging between .20% and .45%. 


SFI believes that the Coal Agreement will provide it 
with an optimal source of coal on a reasonable basis 
to meet the system's fuel needs. SFI states that many 
factors, such as cost of coal and transportation, 
quality of the coal, and the availability and reliability 
of supply, confirm the economic advantage of obtain- 
ing a source of low sulfur coal such as will be supplied 
under the Coal Agreement. 


The Coal Agreement obligates Antelope to construct a 
mine capable of producing a base quantity of 5 million 
tons of low sulfur coal per year. The mine will be 
located in a dedicated area of Wyoming under which 
at least 150 million tons of coal has been estimated. 
Antelope will commence delivery of coal to SFI on 
January 1, 1982, unless SFI elects to defer com- 
mencement until January 1, 1983. The amount of 
coal to be delivered in each month for the first 24 


SEC DOCKET/1967 





months after commencement of delivery will be an 
amount designed to provide an orderly build-up to 
approximately 417,000 tons of coal per month. SFI is 
given the option to take no coal, to take less than the 
base quantity or to take more than the base quantity. 
SFI also has the option of further expanding produc- 
tion through the installation, at its own expense, of 
additional mining equipment. The Coal Agreement 
contemplates that Peabody will manage the establish- 
ment and operation of the mine. 


It is contemplated that the Coal Agreement will 
terminate upon the delivery to SFI of 150 million tons 
of coal or on the 35th anniversary of the first delivery 
of the coal, whichever first occurs; provided, however, 
that should Antelope succeed in dedicating 200 million 
tons of coal within the dedicated area, the Coal 
Agreement will be extended so that termination will 
occur upon the delivery of 200 million tons of coal 
or on the 40th anniversary of the first delivery 
thereof, whichever first occurs. The minimum term 
will be not less than 20 years. There is provision 
for early termination of the Coal Agreement by 
Antelope or SFI, upon the occurrence of certain 
specified events, in which case SFI may elect to 
be required to take title to the mine and remit 
to Antelope the fair market value of its investment 
in the mine. 


Commencing on the date of the first scheduled 
delivery of coal under the Coal Agreement, SFI 
will be obligated to pay Antelope a demand 
charge in the amount of Antelope’s cost of placing 
and maintaining the mine at the productive capacity 
necessary to produce the base quantity of coal. 
The demand charge includes, among other things, 
an after-tax rate of return on Antelope’s initial and 
continuing capital investment in the mine. The initial 
rate of return on Antelope’s investment will be 15% 
thereafter it will be adjusted quarterly to produce a 
variable rate. SFI is also obligated to pay a commodity 
charge to compensate Antelope for its costs of operat- 
ing the mine and delivering coal to SFI at the rates 
prescribed by SFI. The Coal Agreement provides 
for certain credits against SFI’s payment obligations. 


SFI will be obligated to pay the demand charge 


even if it elects to receive no coal. If, for any 
reason, SFI is unable or unwilling to purchase all or 
part of the coal to which it is entitled, it may provide 
for the sale of such coal to third parties and shall 
receive the proceeds from such sales. Any proceeds 
from such sales in excess of SFi’s payments for the 
coal will be divided evenly between SFI and Antelope. 
If, however, the proceeds from such sales are less 
than SFI’s payments, SFI will be entitled to recoup 
such deficiencies in full from subsequent excess 
proceeds before such proceeds are divided between 
itself and Antelope Any amounts received by SFI 
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from sales to third parties will be used to reduce 
the cost of coal supplied by SFI to the system 
companies. 


Under the Coal Agreement, the capital funds needed 
for plant and equipment are to be supplied by Ante- 
lope and SFI in such a way and in such amounts that 
Antelope’s maximum investment will be limited. The 
amount of Antelope’s base investment is variable, 
depending upon the commencement date for de- 
liveries of coal to SFI, but in no event may it exceed 
$43,800,000. Antelope will also be obligated to con- 
tribute 50% of any amount, not in excess of 
$5,200,000, needed in excess of its base investment. 
SFI is obligated to contribute the remaining 50% of 
any needed funds in excess of Antelope’s base in- 
vestment and 100% of any amount which exceeds 
Antelope’s total investment. 


When the appropriate limit on its investment has been 
reached, Antelope’s obligation and opportunity to 
supply capital for the renewal and replacement of 
plant and equipment is limited to amounts which 
will maintain Antelope’s investment at the investment 
limit or restore it to that limit. SFI is obligated to 
contribute the additional capital, if any, required for 
such renewals and replacements. It is stated that the 
limitation of maximum investment by Antelope and 
the obligation of SFI to provide all additional in- 
vestments, when that limitation has been reached, 
will enable SFI to control Antelope’s costs and there- 
fore the ultimate cost of coal to be supplied under 
the Coal Agreement since charges to SFI are based 
upon Antelope’s base investment 


SFI also proposes to advance to Antelope the total 
cost (estimated to be $13 million) of a dragline which 
Antelope has ordered for use in producing coal for 
SFl’s needs. The advance, expected to be made in 
late 1977 or early 1978, will be for a period of not 
more than two years and will be evidenced by 
Antelope’s noninterest bearing promissory note to be 
delivered to SFI. SFI states that the cost to SFI of 
defraying Antelope’s capital outlay for the dragline 
during the interim period in the manner set forth 
above will be less than the cost to SFI if Antelope 
financed the dragline itself and included the cost in 
its base investment or, alternatively, if Antelope pur- 
chased the dragline at a later date. 


SFI will obtain the funds to satisfy the demand and 
commodity charges under the Coal Agreement from 
its fuel sales to companies in the Middle South 
system. SFI will obtain the funds for capital related 
expenditures during 1977 (estimated to be $4,800,000) 
under the Coal Agreement through borrowings under 
SFI’s loan agreement with the Operating Companies. 
(See File No. 70-5941). To induce Antelope to enter 
into the Coal Agreement, the Operating Companies 
have joined in confirming and ratifying all terms and 
conditions thereof. 





The fees, commission and expenses paid or incurred 
in connection with the proposed transaction will not 
exceed $33,200, which consists of legal fees of SFI 
and the Operating Companies. No State or Federal 
commission, other than this Commission, has juris- 
diction over the proposed transaction. AP&L has, as 
required, filed pertinent information with the Arkansas 
Public Service Commission relating to its participation 
in the proposals. 


SFI will furnish the Commission certificates of notifi- 
cation under Rule 24 in respect of the proposed 
transactions on a quarterly basis. 


Due notice of the filing of said application-declaration, 
as amended, has been given in the manner prescribed 
in Rule 23 promulgated under the Act (HCAR No. 
19881), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the 
applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application-declaration, as amended, be 
granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 


and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 19925/March 9, 1977 


In the Matter of 

OHIO POWER COMPANY 

301 Cleveland Avenue, S.W. 

Canton, Ohio 44701 

(70-5984) 

NOTICE OF PROPOSED ISSUANCE AND SALE OF 


FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that Ohio Power Com- 
pany (“Ohio’’), an electric utility subsidiary company 
of American Electric Power Company, Inc., a regis- 
tered holding company, has filed an application with 
this Commission pursuant to the Public Utility Holding 
Company Act of 1935 (‘Act’) designating Section 
6(b) of the Act and Rule 50 promulgated thereunder 
as applicable to the proposed transaction. All inter- 
ested persons are referred to the application, which is 
summarized below, for a complete statement of the 
proposed transaction. 


Ohio proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 under the 
Act, up to $40,000,000 principal amount of First 
Mortgage Bonds, due 2007. The interest rate (which 
will be expressed in a multiple of 1/8 of 1%) and 
the price to be paid to Ohio for the Bonds (which 
shall not be less than 100% unless Ohio shall authorize 
a lower percentage not less than 99%, and shall not 
exceed 102.75%) will be determined by competitive 
bidding. The terms of the Bonds preclude Ohio 
from redeeming any such Bonds prior to April 1, 1982, 
if such redemption is for the purpose of refunding 
such Bonds with proceeds of funds borrowed at a 
lower effective interest cost. The Bonds will be issued 
under and secured by the Mortgage and Deed of 
Trust, dated as of October 1, 1938, to Manufacturers 
Hanover Trust Company and Donald B. Herterich, 
Trustees, and a new Indenture Supplemental thereto 
which will be dated as of the first day of the month 
in which the Bonds are to be issued. 


The proceeds realized from the sale of the Bonds 
are to be used to retire unsecured short-term debt of 
Ohio, much of which will have been incurred in 
connection with the maturity of $40,000,000 principal 
amount of Ohio’s First Mortgage Bonds, 6-1/2% 
series due April 1, 1977. As of February 10, 1977, 
there were notes payable to banks in the amount of 
$29,831,000; and it is expected that Ohio will have 
short-term debt outstanding not to exceed $100,000,000 
at the time of the issue and sale of the Bonds. 


The estimated cost of Ohio’s construction program for 
1977 is approximately $195,000,000, exclusive of 
construction costs in connection with the completion 
of the General James M. Gavin Plant by Ohio’s 
wholly owned subsidiary, Ohio Electric Company. 


Expenses of Ohio in connection with the proposed 
transactions will be filed by amendment. It is stated 
that the proposed issuance and sale of the Bonds is 
subject to the jurisdiction of the Public Utilities 
Commission of Ohio and that no other state commis- 
sion and no federal commission, other than this Com- 
mission, has jurisdiction over the proposed transac- 
tion. 
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NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than April 4, 1977, request in 
writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the request. 
At any time after said date, the application, as filed 
or as it may be amended, may be granted as pro- 
vided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action 
as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 19926/March 10, 1977 
SEE 


SECURITIES ACT OF 1933 
Release No. 5814/March 10, 1977 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 

Release No. 19927/March 10, 1977 

SEE 


SECURITIES ACT OF 1933 
Release No. 5815/March 10, 1977 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 19928/ March 10, 1977 
In the Matter of 


METROPOLITAN EDISON COMPANY 
2800 Pottsville Pike, Muhlenberg Township 
Berks County, Pennsylvania 19605 


(70-5982) 


NOTICE OF PROPOSED ISSUE AND SALE OF 
SHORT-TERM NOTES TO BANKS 


NOTICE IS HEREBY GIVEN that Metropolitan Edison 
Company (’’Met-Ed’’), an electric utility subsidiary 
company of General Public Utilities Corporation, a 
registered holding company, has filed an application 
with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 ("Act’’), designating 
Section 6(b) of the Act as applicable to the proposed 
transaction. All interested persons are referred to the 
application, which is summarized below, for a com- 
plete statement of the proposed transaction. 


Met-Ed requests that, for the period commencing on 
the date of any order granting this application, and 
ending December 31, 1977, it be permitted from time 
to time to issue or renew notes, of a maturity of nine 
months or less, evidencing short-term bank borrow- 
ings provided that the aggregate principal amount of 
such notes to be outstanding at any one time shall 
not exceed the lesser of (A) $89,000,000, or (B) 10% 
of the sum of (i) the principal amount of Met-Ed’s 
outstanding first mortgage bonds and debentures, (ii) 
the par value of Met-Ed’s outstanding preferred stock, 
(iii) the par value of Met-Ed’s outstanding common 
stock, and (iv) the capital surplus of Met-Ed. Said 
aggregate principal amount shall be reduced by the 
net proceeds, if any, received by Met-Ed during 1977 
from the transfers of ownership interest in certain 
nuclear generating stations as described in the sep- 
arate application docketed in File No. 70-5951. If such 
proposed transfers are consumated, Met-Ed expects 
that such short-term bank borrowings would not 
exceed approximately $51,000,000. 


The new notes will bear interest at the prime rate, 
which may be the floating rate of the lending bank, 
for commercial borrowing at the date of issue of such 
note, will mature not more than-nine months from the 
date of issue, wilk be prepayable at any time without 
premium, and will not be issued as a part of a public 
offering. Although no commitments or agreements 
for such borrowings have been made, Met-Ed expects 





that, as and to the extent that its cash needs require, 
borrowings will be effected from among 36 designated 
banks. 


It is stated that the banks generally require com- 
pensating balances ranging from a minimum of 10% 
of the line of credit to a maximum of 10% of the 
line plus 10% of the loan outstanding. Assuming a 
6%% prime rate and a 20% compensating balance, 
the effective interest rate to be paid by Met-Ed is 
7.81%. 


Met-Ed proposes to utilize the proceeds of the pro- 
posed borrowings to provide funds for its short-term 
working capital requirements, including repayment of 
other short-term borrowings, and to provide a tempor- 
ary source of funds for construction expenditures. 


The application states that Met-Ed’s expenses incident 
to the proposed transactions are estimated at $9,500, 
including legal fees of $7,000, and that no state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than April 4, 1977, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail upon 
the applicant at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney at 
law, by certificate) should be filed with the request. 
At any time after said date, the application as filed or 
as it may be amended, may be granted as provided 
in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 19929/March 10, 1977 
In the Matter of 


INDIANA-KENTUCKY ELECTRIC CORPORATION 
P.O. Box 97, Madison, Indiana 47250 


(70-5881) 


ORDER AUTHORIZING PROPOSED AGREEMENT 
WITH MUNICIPAL AUTHORITY FOR CON— 
STRUCTION OF POLLUTION CONTROL EQUIP- 
MENT FINANCED BY SALE OF REVENUE BONDS 


Indiana-Kentucky Electric Corporation 
indirect electric utility subsidiary company of 
Allegheny Power System, Inc., American Electric 
Power Company, Inc., and Ohio Edison Company, 
all registered holding companies, has filed an ap- 
plication-declaration and an amendment thereto with 
this Commission pursuant to Sections 9(a), 10 and 
12(d) of the Public Utility Holding Company Act 
of 1935 (’’Act’’) and Rule 44(b)(3) promulgated there- 
under regarding the following proposed transactions. 


(“IKEC), an 


Ohio Valley Electric Corporation (‘‘OVEC’) and its 
wholly owned subsidiary company, IKEC, were each 
organized in 1952 under the laws of the states of 
Ohio and Indiana, respectively, to provide the power 
requirements of the gaseous diffusion plant at Ports- 
mouth, Ohio (‘Portsmouth plant’), now owned and 
operated by the United States Energy Research and 
Development Administration (“ERDA”). Arrange- 
ments for OVEC to supply power to the Portsmouth 
plant exist under an Atomic Energy Commission 
Power Agreement (‘AEC Agreement’) as modified 
from time to time. Ten participating companies 
own the capital stock of OVEC and 15 sponsoring 
campanies supply power to and purchase power from 
OVEC, including, in each case, the holding com- 
pany systems named above. 


Modification No. 7 to the AEC Agreement deals 
with the financing of pollution control facilities among 
other subjects. The cost of such facilities is to 
be ultimately borne by ERDA, but OVEC has under- 
taken to use its best efforts to arrange financing 
for such facilities. Under the AEC Agreement, as 
modified, ERDA will pay an amount equal to the 
principal and interest components of the purchase 
price of the pollution control facilities, and will make 
such payments directly to an indenture trustee for 
pollution control bonds or other securities sold to 
finance such facilities of the financing agreements so 
arranged. 


To supply part of the Portsmouth Plant requirements, 
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iKEC has constructed six generating units situated in 
the Clifty Creek Plant in Indiana. Compliance by the 
Clifty Creek Plant with the air quality standards of 
Indiana will require the investment of an estimated 
$110 million for precipitators and related facilities 
(‘project’). When completed, the project will replace 
existing particulate emission control equipment and 
facilities. By resolution adopted August 6, 1974, 
the City of Madison, Indiana (‘’City’’) determined to 
authorize and issue one or more series of its 
pollution control revenue bonds ("bonds’’) to 
finance the cost of engineering, design, acquisition 
and construction of the project and to reimburse IKEC 
for monies previously expended for such purposes. 


IKEC proposes to enter into an agreement of sale 
(“agreement’’) providing for the construction and 
installation of the project by the City and the issuance 
by the City of bonds (a) in an initial principal 
amount of $50 million (‘Series A Bonds’) and (b) 
additional bonds in principal amounts estimated not 
to exceed $60 million. Proceeds of the sale of 
the Series A Bonds will be deposited by the City 
with Lincoln National Bank and Trust Company 
of Fort Wayne, as Trustee (‘Trustee’). The proceeds 
will be applied to payment of the cost of the 
project. The Series A Bonds will be issued and 
secured by an indenture between the City and the 
Trustee. 


The agreement will also provide for the sale of the 
project to IKEC, the payment by IKEC of the purchase 
price of the project in monthly installments over a 
term of years and the assignment by the City to the 
Trustee of its interest in amounts receivable under 
the agreement.. ERDA, OVEC and IKEC will consent 
to the assignment by the City so that amounts 
equal to the interest and principal components of the 
purchase price payable by IKEC to the City will be 
paid by ERDA directly to the Trustee. The agree- 
ment will provide that the obligation of IKEC to 
make payments to the City of the purchase price 
for the project shall be deemed satisfied to the 
extent that payments are received by the Trustee from 
ERDA. The installments payable by IKEC will be 
sufficient to enable the City to pay interest and 
principal when due on the Series A Bonds, and 
any additional bonds or any refunding bonds. IKEC 
is also obligated under the agreement to pay the fees 
and charges of the Trustee as well as certain 
expenses of the City. 


IKEC has the option to repay the purchase price 
of the project under certain circumstances. The pur- 
chase price of the project will be required to be 
prepaid in the event (a) on or before August 31, 


1977, neither a modification of the AEC Power 
Agreement providing for an extension of the term 
thereof through October 14, 1992, nor an interim 
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arrangement for the supply by IKEC and/or OVEC 
of electric utility services to ERDA at its existing 
gaseous diffusion plant near Portsmouth, Ohio 
through January 15, 1978, in either case including 
contract provisions obligating ERDA to pay directly 
to the Trustee the entire amount of each interest 
component and principal component of the purchase 
price of the Project becoming due during the term of 
such modification or interim arrangement, shall have 
become effective, (b) on or before the thirty-first 
day prior to the date on which any such interim 
arrangement or any succeeding interim arrangement 
would otherwise terminate, neither a further interim 
arrangement for a period of ninety days or more, nor 
a modification of the AEC Power Agreement referred 
to in clause (a) above, in each case including the 
contract provisions referred to in clause (a) above, 
shall have become effective, (c) any modification of 
the AEC Power Agreement is executed which has the 
effect of reducing or eliminating ERDA’s obligation 
to make payments of monthly interest components 
and principal components of the purchase price for 
the Project, or (d) the AEC Power Agreement shall 
be about to terminate by action of ERDA all as 
provided in the Agreement. 


IKEC will, with the consent of OVEC, as sole 
holder of the bonds issued under its mortgage, convey 
the electro-static precipitators and related equipment 
previously constructed (the Existing Facilities) to the 
City, subject to the lien of its mortgage, and will 
receive, out of the proceeds of the bonds, an amount 
equal to IKEC’s original cost of the Existing Facilities. 
The Existing Facilities wil thereupon become a part 
of the project which IKEC will purchase from City 
under the agreement. Upon completion of the sale 
and repurchase IKEC will again be the owner of the 
facilities and they will remain subject to the prior 
lien of the IKEC mortgage. The transaction is not 
intended to subordinate the existing IKEC mortgage 
bonds to the new financing. 


The Series A Bonds will be sold by the City 
pursuant to arrangements with a group of under- 
writers represented by E.F. Hutton & Company, Inc. 
The underwriters have agreed to purchase the $50 
million of bonds, which will bear interest at the rate 
of 5.35% per annum, for 98.6% of their face value. 
The effective interest cost, adjusted for the discount, 
will be about 5.45% per annum. IKEC will not be 
a party to the underwriting arrangements but the 
purchase price of the facilities depends on the terms 
of the revenue bond financing, which must be 
acceptable. 


The Series A Bonds will be dated as of March 1, 
1977, will bear interest payable semi-annually on 
March 1 and September 1 and will mature on 
September 1, 1992. The Series A Bonds will not 





be subject to redemption prior to March 1, 1987 
unless IKEC becomes entitled to prepay the entire 
purchase price upon the occurence of events, speci- 
fied in the purchase agreement, which in general 
are events which would seriously impair the usefulness 
of the facilities or unless IKEC becomes obligated to 
prepay by the occurence of other contingencies 
specified in the purchase agreement, which in general 
involve events which would adversely affect the 
security of the bonds. 


The record is incomplete regarding the fees and ex- 
penses to be incurred by IKEC in connection with 
the proposed disposition of its Existing Facilities and 
the acquisition of the project. The Public Service 
Commission of Indiana has authorized the proposed 
transactions to the extent of its jurisdiction over said 
transactions. No other state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 19627), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that 
no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended, be granted and permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, 
granted and permitted to become effective forthwith, 
subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act and subject 
further to the reservations of jurisdiction ordered 
below. 


IT IS FURTHER ORDERED that jurisdiction be and 
hereby is reserved with respect to the fees and ex- 
penses to be incurred by IKEC in connection with the 
proposed transactions. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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TRUST INDENTURE ACT OF 1939 
Release No. 457/March 8, 1977 


A notice has been issued giving interested persons 
until March 22, 1977 to request a hearing on an 
application of Pan American World Airways, Inc. for 
a finding that the trusteeships of North Carolina 
National Bank under two or three indentures to be 
qualified under the Trust Indenture Act of 1939 
are not so likely to involve a material conflict of 
interest as to make it necessary in the public 
interest or for the protection of investors to disqualify 
North Carolina National Bank from acting as trustee 
under the indentures. 





TRUST INDENTURE ACT OF 1939 
Release No. 458/March 10, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5814/ March 10, 1977 





TRUST INDENTURE ACT OF 1939 
Release No. 459/ March 10, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5815/ March 10, 1977 








INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9664/ March 4, 1977 


In the Matter of 
THE VANGUARD GROUP, INC. 
AND 


WELLINGTON FUND, INC. 
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WINDSOR FUND, INC. 

IVEST FUND, INC. 

EXETER FUND, INC. 

GEMINI FUND, INC. 

EXPLORER FUND, INC. 

TRUSTEES’ EQUITY FUND, INC. 
WELLESLEY INCOME FUND, INC. 

W.L. MORGAN GROWTH FUND, INC. 
WESTMINSTER BOND FUND, INC. 
WHITEHALL MONEY MARKET TRUST 
QUALIFIED DIVIDEND PORTFOLIO, INC. 
QUALIFIED DIVIDEND PORTFOLIO II, INC. 
AND 


FIRST INDEX INVESTMENT TRUST 
P.O. Box 1100 
Valley Forge, Pennsylvania 19482 


(812-4004) 


ORDER OF EXEMPTION PURSUANT TO SECTION 
6(c) OF THE ACT FROM SECTIONS 12(d)(3) AND 
17(a) OF THE ACT AND PURSUANT TO SECTION 
17(d) OF THE ACT AND 17d-1 THEREUNDER 
PERMITTING CERTAIN PROPOSED TRANSAC- 
TIONS 


On January 19, 1977, a notice was issued (Invest- 
ment Company Act Release No. 9616) of an ap- 
plication filed on August 5, 1976, and amended on 


October 7 and November 19, 1976, by the following 
persons: The Vanguard Group, Inc. (‘’Vanguard’’), 
registered as an investment adviser under the Invest- 
ment Advisers Act of 1940, and Wellington Fund, 
Inc., Windsor Fund, Inc., lvest Fund, Inc., Exeter 


Fund, Inc., Explorer Fund, Inc., Trustees’ Equity 
Fund, Inc., Wellesley Income Fund, Inc., W.L. 
Morgan Growth Fund, Inc., Westminster Bond Fund, 
Inc., Whitehall Money Market Trust, Qualified 
Dividend Portfolio, Inc., and Qualified Portfolio Divi- 
dend Il, Inc., all diversified open-end management 
companies, and Gemini Fund, Inc., a closed-end, 
diversified management company, all of which funds 
are registered under the Investment Company Act of 
1940 (“Act”), and First Index Investment Trust 
(“Index Trust’), a newly organized open-end diver- 
sified management company registered under the Act 
(collectively, ‘‘Applicants’’), pursuant to Section 6(c) 
of the Act for an order exempting certain trans- 
actions involving purchases and sales of securities 
among the Applicants from Sections 12(d)(3) and 17 
(a) of the Act, and pursuant to Section 17(d) 
of the Act and Rule 17d-1 thereunder, permitting 
certain joint transactions involving the participation 
by Index Trust in the arrangements for corporate 
management and administrative services provided to 
the Vanguard Funds at cost by Vanguard. The 
notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
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of the application would be issued as of course 
unless a hearing should be ordered. No request for 
a hearing has been filed and the Commission has not 
ordered a hearing. 


The matter has been considered and it has been 
found, on the basis of the information stated in the 
application, that the granting of the requested 
exemptions is appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. It is further found that the participation 
by Vanguard, Vanguard Funds and Index Trust in 
the proposed transactions is consistent with the 
provisions, policies and purposes of the Act, and 
reasonable and fair both to Vanguard and to the 
Vanguard Funds, including Index Trust. It is also 
found that none of the Vanguard Funds, including 
Index Trust, would be participating in the proposed 
arrangement on a basis less advantageous than any of 
the other participants. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption of certain trans: 
actions, involving the purchase and sale from time to 
time by the Vanguard Funds, including Index Trust, 
of the shares of Vanguard, a registered investment 
adviser, from the provisions of Sections 12(d)(3) 
and 17(a) of the Act to the extent requested, be, and 
hereby is, granted, effective forthwith. 


IT IS FURTHER ORDERED, pursuant to Section 17(d) 
of the Act and Rule 17d-1 thereunder, that the 
application to permit Vanguard, Vanguard Funds 
and Index Trust to enter into and carry out the 
oroposed joint transaction whereby Index Trust joins 
the Vanguard Funds in the partial internalization 
of their management requirements through Vanguard, 
which provides the Vanguard Funds with corporate 
management and administrative services at cost, as 
described in said application, be, and hereby is, 
granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9665/March 7, 1977 


In the Matter of 


JOHN HANCOCK INVESTORS, INC. 
AND 





JOHN HANCOCK MUTUAL LIFE INSURANCE 
COMPANY 

John Hancock Place 

P.O. Box 111 

Boston, Massachusetts 02117 


(812-4089) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 17(d) OF THE ACT AND 
RULE 17(d)-1 THEREUNDER. 


NOTICE IS HEREBY GIVEN that John Hancock 
Investors, Inc. (‘Investors’), a closed-end diversified 
management investment company registered under 
the Investment Company Act of 1940 (’’Act’’) and 
John Hancock Mutual Life Insurance Company (the 
“Life Company’’), a mutual life insurance company 
organized under the laws of the Commonwealth 
of Massachusetts (collectively ‘‘Applicants’’), filed an 
application on February 10, 1977, pursuant to Sec- 
tion 17(d) of the Act and Rule 17d-1 thereunder, 
for an order of the Commission permitting (1) 
the Life Company to purchase in a private placement 
$10,000,000 principal amount (out of a total offering 
of $45,000,000) of a new issue of 8 7/8% Promissory 
Notes due February 1, 1981-1995 (the ‘‘New Notes’’) 
of Harnischfeger Corporation (‘‘Harnischfeger’’), and 
(2) Investors, as one of the holders of Harnischfeger 
9% Promissory Notes due December 1, 1991 (the 
“9% Notes’; together with the 9 7/8% Notes 
referred to below and certain other institutional 
indebtedness of Harnischfeger, the ‘Old Notes’’), 
to execute an instrument (the ‘’‘Waiver’’), (a) con- 
senting to the issuance of the New Notes, and (b) 
approving the amendment of certain of the financial 
covenants contained in the Old Notes as more fully 
described below. All interested persons are referred 
to the application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


The Life Company presently holds $7,000,000 principal 
amount (out of a total principal amount presently 
outstanding of $50,000,000) of 9 7/8% Promissory 
Notes due March 1, 1992, of Harnischfeger, purchased 
in a private placement transaction on April 16, 
1976. Investors presently holds $2,500,000 principal 
amount (out of a total principal amount presently 
outstanding of $25,000,000) of 9% Promissory Notes 
due December 1, 1991, of Harnischfeger, purchased 
in a private placement transaction on December 1, 
1971. The $7,000,000 principal amount of Old Notes 
held by the Life Company and the $2,500,000 
principal amount of Old Notes held by Investors are 
the only investments in Harnischfeger held by 
Investors, the Life Company or any affiliated person 
thereof. 


Under the terms of the Old Notes, Harnischfeger 
is prohibited from incurring additional indebtedness 
such as that which would result from the issuance of 
the New Notes. Harnischfeger has, therefore, asked 
Investors and the other holders of the Old Notes to 
execute a Waiver permitting the issuance and sale 
of the New Notes. The officers of Investors believe 
that the issuance and sale of the New Notes will 
strengthen the financial position, and thus the credit 
worthiness of Harnischfeger by enabling it to convert 
needed capital presently represented by bank loans 
into long-term indebtedness, and to increase its 
capital plant, thereby enhancing its earning capacity. 


The Old Notes also contain a provision requiring that 
Harnischfeger maintain consolidated current assets at 
not less than 200% of consolidated current indebt- 
edness. The New Notes contain an analogous require- 
ment, but the percentage requirement is only put at 
175%. Since Harnischfeger could not obtain the 
benefit of the lower asset coverage requirement 
in the New Notes so long as it was still subject 
to a more stringent requirement in the Old Notes, 
the Waiver also includes a provision pursuant to 
which the holders of the Old Notes will waive the 
old asset coverage requirement to the extent neces- 
sary to allow Harnischfeger to only be required 
to maintain consolidated current assets at not less 
than 175% of consolidated current indebtedness. The 
officers of Investors have determined that Investors, 
as a holder of the Old Notes, will still be afforded 
sufficient protection if the percentage requirement is 
reduced from 200% to 175%. 


The Old Notes contain another provision requiring that 
certain excess proceeds from the disposition of certain 
assets be applied pro rata to the prepayment of the 
Old Notes. The New Notes contain an analogous 
provision which includes the New Notes within the 
class of indebtedness that is to be prepaid from such 
excess proceeds. The Waiver, therefore, contains a 
specific provision whereby the holders of the Old 
Notes will consent to the application of any such 
excess proceeds to the prepayment of both the Old 
Notes and New Notes. The officers of Investors 
believe that extension of the benefits of the excess- 
proceeds prepayment provision to the holders of the 
New Notes is an appropriate accommodation to 
new institutional lenders of Harnischfeger that should 
be approved by Investors in the general interest of 
aiding Harnischfeger’s ability to deal with and obtain 
additional funds from institutional lenders. 


Execution of the Waiver by holders of 66 %% 
in principal amount of each issue of the Old Notes 
outstanding is required for consent to the issuance 
of the New Notes, and to require Harnischfeger to 
maintain consolidated current assets at not less than 
175%, rather than 200%, of consolidated current 
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indebtedness. Other holders of Old Notes (including 
the Life Company) holding in excess of 66 %#%% 
in principal amount of each issue of the Old Notes 
outstanding have already executed the Waiver. There- 
fore, irrespective of whether Investors actually waives 
such requirements, the Waiver of such requirements is 
binding upon all holders of Old Notes, including Inves- 
tors. However, any waiver or amendment under the 
Old Notes that affects the prepayment thereof requires 
100% approval to be effective. Therefore, the provi- 
sions of the Waiver dealing with the application of 
certain excess proceeds to prepayments of indebt- 
edness cannot be effective with respect to the issue 
of Old Notes held by Investors until Investors executes 
the Waiver. It should be noted that counsel for 
Applicants has advised the Commission staff that 
extension of the excess-proceeds prepayment provi- 
sion to holders of the New Notes is not a condition 
precedent to the issuance and sale of the New Notes. 


Rule 17d-1, adopted by the Commission pursuant to 
Section 17(d) of the Act, provides, in pertinent part, 
that no affiliated person of any registered investment 
company and no affiliated person of such a person 
acting as principal, shall participate in, or effect any 
transaction in connection with any joint enterprise or 
other joint arrangement in which such registered 
company is a participant unless an application regard- 
ing such joint enterprise or arrangement has been 
filed with the Commission and has been granted by 
an order. A joint enterprise or other joint arrange- 
ment as used in this Rule is any written or oral 
plan, contract, authorization or arrangement, or any 
practice or understanding concerning an enterprise or 
undertaking whereby a registered investment com- 
pany and any affiliated person of such registered 
investment company, or any affiliated person of such 
a person, have a joint or a joint and several 
participation, or share in the profits of such enter- 
prise or undertaking. In passing upon such application, 
the Commission will consider whether the participation 
of such registered company in such joint enterprise 
or joint arrangement on the basis proposed is consis- 
tent with the provisions, policies and purposes of the 
Act, and the extent to which such participation is on 
a basis different from or less advantageous than 
that of other participants. 


Under Section 2(a)(3) of the Act, an investment 
adviser to an investment company is an affiliated 
person of such investment company, and anyone 
owning more than 5% of the adviser’s outstanding 
voting securities is ah affiliated person of the adviser. 
Accordingly, since John Hancock Advisers, Inc. 
(‘Advisers’) is the investment adviser to Investors, 
and a wholly-owned subsidiary of the Life Company, 
the Life Company is an affiliated person of an 
affiliated person of Investors, and its proposed pur- 
chase of Harnischfeger New Notes could constitute 
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a joint transaction with Investors due to either the 
continuing ownership by Investors of the Old Notes 
or the execution of the Waiver. 


Applicants submit that the proposed investment by 
the Life Company in the New Notes would not be 
disadvantageous to Investors because Investors has 
independently determined not to participate in this 
investment pursuant to criteria unrelated to the Life 
Company's proposed participation. The Life Company 
further submits that to make available to it the invest- 
ment opportunity presented by the New Notes is 
consistent with the provisions, policies and pur- 
poses of the Act, and not disadvantageous to In- 
vestors. 


For the reasons outlined above, the officers of In- 
vestors have determined that approving the Waiver 
is in the best interests of Investors. Furthermore, 
the Waiver has been approved by the Board of 
Directors of Investors, including a majority of those 
directors who are not “interested persons” (as defined 
in the Act) of Investors or Advisers. 


Accordingly, Applicants request an order from the 
Commission pursuant to Section 17(d) of the Act 
and Rule 17d-1 thereunder permitting the Life Com- 
pany to purchase the New Notes, and Investors to 
execute the requested Waiver. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 28, 1977, at 
12:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied by 
a statement as to the nature of his interest, the 
reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy 
of such request shall be served personally or by mail 
upon Applicants at the address set forth above. 
Proof of such service (by affidavit, or in the case of 
an attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the applica- 
tion will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 





Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9666/March 7, 1977 


In the Matter of 


ANCHOR FUND, INC. 
Westminster at Parker 
Elizabeth, New Jersey 07207 


(811-2261) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 8&(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY. 


NOTICE IS HEREBY GIVEN that Anchor Reserve 
Fund, Inc. (“Applicant’’) registered as an open-end 
diversified management investment company under 
the Investment Company Act of 1940 (’’Act’’), filed 
an application on January 17, 1977 pursuant to 
Section 8(f) of the Act for an order of the Com- 
mission declaring that Applicant has ceased to be an 
investment company as defined in the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations set forth therein, which are sum- 
marized below. 


Applicant was organized as a Delaware corporation 
on December 14, 1971, and registered under the Act 
by filing a Form N-8A Notification of Registration 
on January 10, 1972. 


Applicant represents that pursuant to an Agreement 
and Plan of Reorganization approved by its share- 
holders on December 30, 1976, all of Applicant's 
assets and liabilities were acquired effective December 
31, 1976, by Anchor Daily Income Fund, Inc. 
(““ADIF’’), a Maryland corporation registered as an 
investment company under the Act. It is asserted 
that since that date Applicant has had no assets 
and has engaged in no activities other than those 
incidental to its winding up and dissolution. 


Section 8(f) of the Act provides, in pertinent part, 
that when the Commission, upon application finds 
that a registered investment company has ceased to 
. be an investment company, it shall so declare by 
order, and upon the effectiveness of such order the 


registration of such company shall cease to be in 
effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 1, 1977, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied 
by a statement as to the nature of his interest, 
the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission 
shall order a hearing thereon. Any such communi- 
cation should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request shall be served personally 
or by mail upon Applicant at the address stated 
above. Proof of such service (by affidavit, or in 
case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As provided 
by Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9667/March 8, 1977 


In the Matter of 


ANCHOR DAILY INCOME FUND, INC. 
Westminster at Parker 
Elizabeth, New Jersey 07207 


(812-4078) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR EXEMPTION FROM THE 
PROVISIONS OF SECTION 19(b) OF THE ACT AND 
RULE 19b-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Anchor Daily Income 


Fund, Inc. (‘Applicant’), a Maryland corporation 
registered under the Investment Company Act of 1940 
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(‘Act’) as an open-end diversified management 
investment company, has filed on January 17, 1977 
an application pursuant to Section 6(c) of the Act 
for an exemption from the provisions of Section 19(b) 
of the Act and Rule 19b-1 thereunder to allow it 
to distribute long-term capital gains more often than 
once every twelve months. All interested persons are 
referred to the application on file with the Commission 
for a statement of the representations contained 
therein which are summarized below. 


Applicant states that its investment objective is to 
generate as high a rate of current income as is 
consistent with low capital risk, which it seeks to 
achieve by investing exclusively in money market 
instruments, principally consisting of Treasury 
bills and notes and other United States Government 
obligations, bank certificates of deposit and com- 
mercial paper. 


Applicant further states that it is designed to operate 
with a constant net asset value for each share. 
Applicant represents that each day Applicant is open 
for business all of Applicant’s net income is declared 
as a dividend to shareholders of record at the close 
of business the preceding day, and that dividends 
are payable on the last business day of each 
calendar month in the form of additional shares at the 
net asset value per share at the close of business that 
day, or in cash at the option of the shareholder. It 
further represents that upon the withdrawal of the 
entire amount in any shareholder account during the 
month, dividends declared but not yet paid to that 
account are paid at the same time and in the same 
manner as his final withdrawal; and that monthly, 
each shareholder receives a summary of his account, 
including information as to the dividends paid. 


Applicant states that net income for dividend pur- 
poses, includes accrued interest and original issue and 
market discount earned since the last evaluation, 
plus or minus any short-term gains or losses on the 
sales of portfolio securities during the period, less 
Applicant's estimated expenses for the period. Ap- 
plicant’s net income is calculated immediately prior to 
the determination of Applicant's net asset value. 


Applicant states that securities for which market 
quotations are readily available are valued at the mean 
between the most recent bid and asked prices or 
yield equivalent as obtained from one or more mar- 
ket makers for such securities and all other securities 
and assets are valued at values deemed best to reflect 
their fair value as determined in good faith by or 
under the supervision of officers of Applicant specif- 
ically so authorized by its Board of Directors. 


Section 19(b) of the Act provides that it shall be 
unlawful in contravention of such rules, regulations, 
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or orders as the Commission may prescribe as neces- 
sary or appropriate in the public interest or for the 
protection of investors for any registered investment 
company to distribute long-term capital gains, as 
defined in the Internal Revenue Code of 1954, more 
often than once every twelve months. 


Rule 19b-1 thereunder states in part that no regulated 
investment company shall distribute more than one 
capital gain dividend, as defined in Section 852(b) 
(3)(C) of the Code, with respect to any one taxable 
year of the company. 


Section 6(c) authorizes the Commission to exempt any 
person, security, or transaction, or any class or classes 
of persons, securities, or transactions, from the 
provisions of the Act and rules promulgated there- 
under if and to the extent that such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 1, 1977, at 5:30 p.m., 
submit to the Commission in writing a request for 
a hearing on the matter accompanied by a statement 
as to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant at the address stated above. Proof of 
such service (by affidavit, or in case of an attorney- 
at-law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued as 
of course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT OF 1940 
Release no. 9668/March 9, 1977 


In the Matter of 


AFFILIATED FUND, INC. 

LORD ABBETT INCOME FUND, INC. 

LORD ABBETT BOND-DEBENTURE FUND, INC. 
LORD ABBETT DEVELOPING GROWTH FUND, 
INC. 

63 Wall Street 

New York, New York 10005 


PAUL M. FYE 
Woods Hole Oceanographic Institute 
Woods Hole, Massachusetts 02543 


(812-3871) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR EXEMPTION FROM SECTION 
2(a)(19) OF THE ACT 


NOTICE IS HEREBY GIVEN that Affiliated Fund, 
Inc., and Lord Abbett Bond-Debenture Fund, Inc., 
Delaware corporations, and Lord Abbett Income 
Fund, Inc., and Lord Abbett Developing Growth 
Fund, Inc., Maryland corporations, (collectively, the 
“Funds’’), registered under the Investment Company 
Act of 1940 (’‘Act’’) as open-end, management com- 
panies, filed an application and an amendment thereto 
on September 27, 1976, pursuant to Section 6(c) 
of the Act for an order of the Commission declaring 
that Paul M. Fye (‘’Fye’’) shall not be deemed to be 
an interested person, within the meaning of Section 
2(a)(19) of the Act, of the Funds or of the Funds’ 
investment adviser and principal underwriter, Lord 
Abbett & Co. (‘Lord Abbett’’), solely by reason of 
Fye’s position as a director of Arthur D. Little, 
Inc. (‘ADL’), which wholly owns Impact Securities 
Corp. ("Impact’’), a broker-dealer registered under the 
Securities Exchange Act of 1934 (‘’Exchange Act’). 
All interested persons are referred to the application 
on file with the Commission for a statement of the 
representations contained therein which are sum- 
marized below. 


Fye, a director of each of the Funds is a director 
of ADL, and owns 420 shares of its common stock. 
ADL is a research and consulting organization serving 
industry, commerce, local, state and federal govern- 
ment entities, and foreign governments. ADL’s work 
for its clients includes research, development, and 
engineering in the physical and life sciences and 
management consulting sciences and economic ser- 
vices. 


Impact is a New York Stock Exchange member, 
and while its facilities are available to the general 


public without special restrictions, most of Impact’s 
business consists of orders by clients of ADL who 
wish to pay for ADL’s services through brokerage. 
Impact does not sell mutual fund shares. 


In 1975 Impact had gross revenues of about 
$750,000 out of total ADL gross revenues of 
$80,827,000. The net after tax income of Impact was 
about $25,000 compared to ADL’s net after tax in- 
come of $3,142,000. 


To the extent relevant, Section 10(a) of the Act 
prohibits each Fund from having a Board of Directors 
more than 60% of the members of which are 
interested persons of such Fund and Section 10(b)(2) 
of the Act requires that a majority of the members 
of each Fund’s Board of Directors be persons who 
are neither principal underwriters for the Fund, nor 
interested persons of any such principal underwriter. 
Under Section 2(a)(19) of the Act, an “interested 
person” of an investment company or its principal 
underwriter would include any broker or dealer 
registered under the Exchange Act or any affiliated 
person of such broker or dealer. Section 2(a)(3) 
of the Act defines an ‘affiliated person’’ of another 
person to include any director of such other person. 


If Impact, because of its close ties with ADL is 
regarded as the equivalent of an operating division of, 
or “collapsed” into ADL, Fye would be an affiliated 
person of a registered broker-dealer and consequently, 
an interested person of the Funds and Lord Abbett. 


Applicants represent that in his capacity as a direc- 
tor of ADL, Fye has no authority over or any 
responsibility for the operations of Impact and will 
have no direct voice in its management. They assert 
that there is no basis for regarding Fye as an 
affiliated person of Impact solely by reason of his 
position as an independent director of ADL. Appli- 
cants believe that Fye’s connection with ADL will 
not impair his independence in acting on behalf of 
the Funds and their shareholders. 


The Funds state that they have no interest in or 
relationship with ADL or Impact and that no portfolio 
brokerage on behalf of the Funds will be placed 
with Impact. Lord, Abbett does not presently sub- 
scribe to or purchase any services from ADL and has 
represented to the Funds that any research or statis- 
tical services purchased from ADL will be paid for in 
cash by Lord Abbett. 


Section 6(c) of the Act provides that the Commission 
may conditionally or unconditionally exempt any 
person from any provision of the Act if and to 
the extent that such exemption is necessary or 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
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intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 4, 1977, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission should order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at their respective addresses stated above. 
Proof of such service (by affidavit or in the case of 
an attorney at law by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said 
date, unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing or advice as 
to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9669/ March 9, 1977 


EXTENSION OF COMMENT PERIOD FOR PRO- 
POSED REGULATIONS REGARDING USE OF DE- 
POSITORY SYSTEMS 


This notice extends the period for comments to the 
notice, published February 11, 1977 (42 FR 8666), 
proposing regulations regarding the use of depository 
systems by registered management companies. Pro- 
posed Rule 17f-4 (17 CFR 270.17f-4) under the Invest- 
ment Company Act of 1940 (15 U.S.C. 80a-1 et 
seq.) would govern the direct or indirect use by 
such companies of certain depository systems for the 
deposit of the companies’ securities. 


A request for an extension of time to April 11, 
1977 was submitted by the Investment Company 
Institute (the “ICI’’). The ICI stated that due to the 
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length and complexity of the proposed rule it would 
not be feasible for it to comment by March 15, 
1977, the present expiration date of the comment 
period. In view of this request, the Commission 
has authorized an extension until April 11, 1977 of 
the due date for submitting comments with respect to 
the proposed rule. The Commission believes that 
this extension is appropriate and will not result in 
undue delay. Interested persons are invited to submit 
their views and comments in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549 on or. before 
April 11, 1977. All such communications should refer 
to File No. S7-675, and will be available for public 
inspection. 


By the Commission. 


George A. Fitzsimmons, 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9670/ March 9, 1977 


In the Matter of 


PENNSYLVANIA TAX-FREE INCOME TRUST 
AND 

BUTCHER & SINGER, INC. 

c/o John C. Merritt 

1500 Walnut Street 

Philadelphia, Pennsylvania 19102 


(812-4062) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF SECTION 22(d) OF THE ACT. 


On February 14, 1977, a notice was issued (Invest- 
ment Company Act Release No. 9644) of an ap- 
plication filed on December 14, 1976, and an amend- 
ment thereto on February 9, 1977, by Pennsylvania 
Tax-Free Income Trust (‘Trust’), an open-end, 
diversified, management investment company regis- 
tered under the Investment Company Act of 1940 
(“Act’’), and Butcher & Singer, Inc. (‘Butcher’’) 
(hereinafter collectively referred to as ‘‘Applicants’’), 
pursuant to Section 6(c) of the Act for an order 
of the Commission exempting Applicants from the 
provisions of Section 22(d) of the Act with respect 
to the proposed sale of Trust shares at net asset 
value without a sales charge to participants in a 
reinvestment program for unitholders in a unit in- 
vestment trust sponsored by Butcher, one of the 





Trust’s managing underwriters and its general dis- 
tributor. 


The notice gave interested persons an opportunity 
to request a hearing, and stated that an order dis- 
posing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed and the Commission 
has not ordered a hearing. 


The matter having been considered, it is found that 
the granting of the requested exemption is appropriate 
in the public interest and consistent with the pro- 
tection of investors and the purposes fairly intended 
by the policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Section 22(d) of the Act, to the extent requested, 
be, and hereby is, granted effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9671/March 10, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5814/March 10. 1977 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9672/March 10, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5815/March 10, 1977 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 573/March 7, 1977 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13335/ March 7, 1977 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 574/March 9, 1977 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 12343/ March 9, 1977 





INVESTMENT ADVISORS ACT OF 1940 
Release No. 575/March 10, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5814/March 10, 1977 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 576/March 10, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5815/March 10, 1977 
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Litigation Release No. 7810/March 7, 1977 


SEC v. Whatcom County Water District No. 13, et al. 
(U.S.D.C. Western District Wash. C77-103) 


Jack H. Bookey, Administrator of the Seattle Regional 
Office of the Securities and Exchange Commission, 
announced today that a complaint was filed in the 
United States District Court for the Western District 
of Washington at Seattle, Washington on February 
10, 1977 seeking an injunction against Whatcom 
County Water District No. 13, County of Whatcom, 
Washington (the District), Steven J. Isenhart (S. 
Isenhart), Thomas E. Isenhart (T. Isenhart), Kristine 
L. Isenhart (K. Isenhart), all of Sumas, Washington, 
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Harold E. Isenhart (H. Isenhart) of Lynden, Wash- 
ington and James E. Isenhart, Jr. (J. Isenhart) 
of Maple Falls, Washington to enjoin them from 
further violations of the anti-fraud provisions of the 
federal securities laws in connection with the offer 
and sale of the District's water and sewer revenue 
bonds. As to the defendant District, the complaint 
also seeks an order requiring it to disclose the 
injunction to existing:and future investors and to issue 
a disclosure statement to existing investors setting 
forth the substantive and material elements of the 
bond issue including a correction of the material 
misrepresentations and omissions alleged in the com- 
plaint. 


The complaint alleges that the defendants, directly 
or indirectly, sold $1,200,000 of Whatcom County 
Water District No. 13, Water and Sewer Revenue 
bonds, Series A, the principal and interest on which 
are repayable from assessments against real estate 
lots, to be sold in a real estate development called 
Peaceful Valley Subdivision which is being developed 
and promoted by the individual defendants. The Dis- 
trict was formed by a petition signed by S. Isenhart, 
T. Ilsenhart and K. Isenhart to local authorities result- 
ing in the appointment of the petitioners as com- 
missioners of the District. The commissioners Isenhart 
resolved that the District Place on the ballot, during 
the state general elections in November, 1975, a 
proposition for a bond issue by the District df 
$4,500,000. The proposition received a unanimous 
vote by the residents of the District, namely, S. 
Isenhart, T. Isenhart, K. Isenhart and the wife of 
S. Isenhart. 


The allegations state that the sales of Series A of the 
approved bond issue were made through the use of 
material misrepresentations and omissions in that 
investors were led to believe: that real estate lots in 
Peaceful Valley Subdivision were available for sale or 
had been sold when, in fact, no lots had been sold; 
that the defendants would be responsible for repay- 
ment of the bond principal and interest in event of 
defaults on the assessments or if the real estate lots 
are not sold when, in fact, such assurances were not 
part of the bond issue and the defendants did not 
disclose any capability of fulfilling such financial 
responsibility; that the defendants owned the real 
property free and clear when, in fact, there were 
substantial underlying real estate contracts, mort- 
gages, deeds of trust and security interests; that the 
District was offering the bonds at a discount because 
of savings through not having an underwriter or 
by not having the bonds rated when, in fact, the 
District had been unable to acquire an underwriter 
because of the high degree of risk in the bonds 
and that the bonds could not be rated by recognized 
national rating services; that the District's Com- 
missioners were independent from the developers 


1982/SEC DOCKET 


when, in fact, the commissioners of the District had 
an interest, directly or indirectly, in the development 
of Peaceful Valley Subdivision and are related to each 
other through birth or marriage; and, investors 
received no financial information for either the Dis- 
trict, or the individual defendants. 





Litigation Release No. 7811/March 4, 1977 
SEC v. Allied Chemical Corporation, Civil No. 77-373 


The Securities and Exchange Commission announced 
that on March 4, 1977, the Commission filed a com- 
plaint for injunctive and ancillary relief in the U.S. 
District Court for the District of Columbia alleging that 
Allied Chemical Corporation (‘‘Allied’’) violated the 
anti-fraud and filing provisions of Sections 10(b) and 
13(a) of the Securities Exchange Act of 1934 and 
Rules 10b-5, 13a-1, 13a-11 and 13a-13 promulgated 
thereunder. Without admitting or denying the allega- 
tions of the complaint, Allied consented to the entry 
of a final judgment of permanent injunction and an 
undertaking. 


The complaint alleges that Allied was subject to 
material potential financial exposure resulting, in part, 
from directly and indirectly discharging toxic chemicals, 
including Kepone, into the environment from its own 
facilities and from the facilities of others. During the 
time that Allied was discharging toxic chemicals, it 
knew that tests showed that animal and marine life 
which ingested Kepone suffered adverse effects. As a 
result, Allied was exposed to material potential finan- 
cial liabilities from companies; individuals, and state 
and local governments exposed to significant amounts 
of Kepone. Allied failed to disclose such potential 
material financial exposure in its reports to share- 
holders and the investing public in violation of the 
anti-fraud and reporting provisions of the securities 
laws. 


Without admitting or denying the allegations in the 
complaint, Allied consented to a permanent injunction 
from further violations of the anti-fraud and reporting 
provisions of the securities laws. In addition, Allied 
represented that it has undertaken an independent 
investigation of the material environmental risk areas 
and uncertainties in connection with its business. 
Allied will advise the Commission on the nature and 
conduct of the investigation and any action taken 
by Allied in response to the investigation. Further- 
more, Allied agreed to maintain, review, modify and 
provide information to the Commission with respect 
to its current policies, practices and procedures 
to apprise management of material environmental risk 





areas and uncertainties in connection with its busi- 
ness. Allied also undertook to disclose all material 
2nvironmental risk areas and uncertainties known to 
its Board of Director, officers and division presidents. 





Litigation Release No. 7812/March 7, 1977 


SEC v. Veloy Auger, et al. 
(D. Idaho — CIV 1-76-225) 


Jack H. Bookey, Administrator of the Seattle Regional 
Office of the Securities and Exchange Commission, 
announced that a complaint was filed in the United 
States District Court for the District of Idaho seek- 
ing to enjoin Veloy Auger (Auger) of Richmond, Utah, 
Patrick Hoggan and J. Reid Hoggan (the Hoggans) 
of Logan, Utah, and Professional Management As- 
sociates (PMA), a partnership of which the Hoggans 
are partners, from further violations of the registration 
provisions of the Securities Act of 1933 and to 
enjoin Auger from further violations of the anti- 
fraud provisions of the federal securities laws. 


The complaint alleges that the defendants offered and 
sold to members of the public, residing in at least 
three states, fractional undivided interests in oil and 
gas leases and investment contracts issued by PMA. 
The complaint further alleges that with respect to 
said sales, Auger misrepresented and omitted material 
facts concerning the risks involved, his own invest- 
ment, and a prior drilling attempt in close proximity 
to the PMA drillsite. 


The defendants consented to the entry of injunctive 
decrees without admitting or denying the allegations 
of the complaint. 





Litigation Release No. 7813/March 7, 1977 


UNITED STATES v. ROBERT W. BRADFORD AND 
BERTSIL L. SMITH 
(N.D. Ga. No. CR 77-79-A) 


John W. Stokes, Jr., United States Attorney for the 
Northern District of Georgia and Jule B. Greene, 
Administrator of the Atlanta Regional Office of the 
Securities and Exchange Commission announced that 
on February 22, 1977, a federal grand jury in Atlanta, 
Georgia, returned an indictment charging Robert W. 
Bradford with eight counts of wire fraud and Bertsil 
.. Smith with five counts of wire fraud in connection 
with transactions involving certain municipal securi- 


ties. (Criminal Indictment No. 77-79-A). 


For further information, see Litigation Releases Nos. 
7652 and 7764. 





Litigation Release No. 7814/ March 9, 1977 


SEC v. CENTURY MORTGAGE CO., LTD., ET AL. 
(D. UTAH, C-77-0049) 


Robert H. Davenport, Administrator of the Denver 
Regional Office of the Securities and Exchange Com- 
mission, announced that the Honorable Aldon J. 
Anderson, Judge of the Federal District Court in 
Salt Lake City, Utah, after a hearing, issued an order 
on February 23, 1977, appointing a temporary receiver 
for Century Mortgage Co., Ltd., and Gateway Valley 
Estates, Inc.; and on February 24, 1977, issued a 
Temporary Restraining Order against the following 
defendants in the same civil action: Century Mortgage 
Co., Ltd. (Century), and Gateway Valley Estates, Inc. 
(Gateway), Utah corporations with offices in Salt 
Lake City, Utah; Market Fund Corp., a Colorado 
corporation located in Aspen, Colorado; Johney B. 
Kearney, Timothy R. White, Stephen R. Gilliland, 
and D. Michael Russell, all of Salt Lake City, Utah; 
Harold E. Singer of Logan, Utah; and Rex D. 
Parsons of Phoenix, Arizona. The Temporary 
Restraining Order restrains the defendants from 
violating the registration and anti-fraud provisions of 
federal securities laws in connection with the offer 
and sale of securities of Century Mortgage Co., 
Ltd., Gateway Valley Estates, Inc., and any other 
securities. 


For further information see Litigation Release No. 





Litigation Release No. 7815/ March 9, 1977 


United States v. Robert Waldam, David E. Dick 
and Colonial Realty Securities Company, Inc. 
(U.S.D.C., Mass. Criminal No. 77-00069-C 


Floyd H. Gilbert, Administrator of the Boston Regional 
Office of the Securities and Exchange Commission 
and James N. Gabriel, United States Attorney for the 
District of Massachusetts, today announced that on 
March 3, 1977 a Federal Grand Jury at Boston, 
Massachusetts returned a 58-count Indictment against 
Robert Waldam, Chestnut Hill, Massachusetts, David 
E. Dick, Newton, Massachusetts and Colonial Realty 
Securities Company, Inc. of Brookline, Massa- 
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chusetts, charging the abovementioned with violations 
of the anti-fraud provisions of the federal securities 
laws. The Indictment alleges that the violations 
occurred in connection with the offer and sale of 
priority participations of the following Massachusetts 
limited partnerships: Colonial Realty Investment Com- 
pany, Inc., New Colonial Realty Investment Company, 
Inc., and Tri-Colonial Realty Investment Company, 
inc. Seven thousand persons (7,000) invested ap- 
proximately 35 million dollars ($35,000,000) in the 
three limited partnerships. The priority participations 
were sold by Colonial Realty Securities Company, 
Inc., an intra-state broker/dealer organized by Robert 
Waldam and David E. Dick. 


Robert 


Waldam, David £. Dick and Colonia! Realty 
Securities Company, Inc. were permanently enjoined 
by consent by the Federal District Court for the 
District of Massachusetts on February 18, 1976, 
from violation of the anti-fraud provisions of the 
federal securities laws. 


For further information see Commission Litigation 
Releases 7267 and 7289. 





Litigation Release No. 7816/March 9, 1977 


SECURITIES AND EXCHANGE COMMISSION v. 
POTTER INSTRUMENT COMPANY, INC., JOHN 
T. POTTER, (United States District Court for the 
District of Columbia) Civil Action No. 77-0394. 


The Securities and Exchange Commission today an- 
nounced that the United States District Court for 
the District of Columbia entered Judgments of 


Permanent Injunction enjoining Potter Instrument 
Company, Inc. (‘PICO’), a New York manufacturer 
of computer peripheral equipment, and John T. 
Potter (‘’Potter’’), PICO’s largest stockholder and the 
Chairman of its Board of Directors, from further 
violations of the antifraud, reporting and proxy 
provisions of the Securities Exchange Act of 1934 
(“Exchange Act’’). PICO and Potter consented to the 
entry of the Judgment without admitting or deny- 
ing the allegations in the Commission’s Complaint, 
which was also filed today. 


The Commission's Complaint alleges violations of the 
antifraud and proxy provisions of the Exchange Act 
in connection with ‘various transactions which oc- 
curred prior to the time that PICO filed a petition 
for an arrangement with its creditors in April, 1975. 
Specifically, the Complaint alleges that Potter received 
substantial undisclosed benefits from PICO in addition 
to his stated salary during the period from 1970 
through 1974. These additional benefits included the 
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yearly expenditure of approximately $100,000 in cor- 
porate funds to maintain Potter’s residence and 
personal racing yacht and to pay the salaries of 
domestic servants and crew members who were 
carried on the company payroll as maintenance 
personnel and engineers. A related count in the 
Complaint alleges that PICO established a deferred 
compensation plan for directors in 1969 but never 
disclosed the existence of that plan until February, 
1975. 


The Commission's Complaint additionally charges that 
PICO and Potter attempted to conceal PICO’s 
deteriorating financial condition during 1974 by issuing 
ialse and misleading press releases and by filing 
nterim reports which failed to reflect necessary ad- 
justments for obsolescence in its inventory and rental 
equipment. Although PICO reported net earnings of 
$1 million for the first nine months of fiscal 1974, 
it ultimately reported a loss of $11.4 million for that 
year. 


In addition to consenting to the entry of the Judgment 
of Permanent Injunction against it, PICO undertook 
to prepare and disseminate to its shareholders a 
report containing a description of all material cor- 
porate developments since January, 1975, and a 
summary of ‘the allegations in the Commission's 
Complaint. PICO further undertook to establish certain 
committees, including an audit committee, from among 
the members of its present Board of Directors, 
and to appoint only outside directors approved by 
the Commission to fill any vacancies on its Board 
of Directors during the next three years. The Court's 
Judgment and Order against Potter places certain 
permanent restrictions upon the scope of his activities 
at PICO and prohibits him from voting his shares 
to defeat any motion, resolution, or course of action 
recommended by a majority of PICO’s Board of Direc- 
tors during the next three years. 


PICO continues to operate on a greatly reduced 
scale as a debtor in possession under Chapter XI. 
The company recently announced that the Bankruptcy 
Court has authorized an agreement to settle its 
existing indebtedness to institutional lenders, and 
that a revised plan of arrangement has been reached 
with the General Creditors Committee. 


NEWS DIGEST 


POTTER INSTRUMENT COMPANY, INC., JOHN T. 
POTTER ENJOINED 


The Commission announced that on March 9, 1977, 
the United States District Court for the District of 
Columbia entered Final Judgments of Permanent 
Injunction against Potter Instrument Company, Inc. 
(“PICO”), a New York manufacturer of computer 





peripheral equipment, and John T. Potter (‘’Potter’’), 
PICO’s majority shareholder and the Chairman of its 
Board of Directors. PICO and Potter consented to 
entry of the Judgments without admitting or denying 
the allegations in the Commission's Complaint. 


The Complaint alleges that Potter received substantial 
undisclosed benefits from PICO in addition to his 
stated salary during the period from 1970 to 1974. 
Among other things, these additional benefits included 
the yearly expenditure of approximately $100,000 
in corporate funds to maintain Potter’s residence and 
personal racing yacht and to pay the salary of domes- 
tic servants and crew members who were carried on 
the company payroll as maintenance personnel and 
engineers. The Commission’s Complaint also charges 
that PICO and Potter attempted to conceal the 
company’s deteriorating financial condition during 
1974 by issuing false and misleading press releases 
and filing interim reports which failed to reflect 
necessary adjustments for obsolescence in its inven- 
tory and rental equipment. 


The. Judgments entered by the Court enjoin PICO and 
Potter from violating the antifraud, reporting and 
proxy provisions of the Securities Exchange Act of 
1934. The Court additionally ordered PICO to comply 
with its undertaking to send to its shareholders a 
report describing all material corporate developments 
since January, 1975; to establish certain committees 
of its Board of Directors, including an audit com- 
mittee; and to nominate or appoint only outside 
directors approved by the Commission to fill any 
vacancies on its Board of Directors during the next 
three years. With respect to Potter, the Court's 
Order places certain permanent restrictions on the 
scope of his activities at PICO and prohibits him 
from voting his shares to defeat any motion, resolu- 
tion, or course of action recommended by a majority 
of PICO’s Board of Directors during the next three 
years. 





Litigation Release No. 7817/March 10, 1977 


SEC v. LOUIS H. KAPP, JR., KAPPCO, ALSO 
KNOWN AS KAPP OIL RECOVERIES, AND JAMES 
EVANOS, ALSO KNOWN AS JAMES EVEGELATOS 
AND ALSO KNOWN AS DIMITRIOS EVEGELATOS 
(UNITED STATES DISTRICT COURT FOR THE 
NORTHERN DISTRICT OF ILLINOIS, CIVIL ACTION 
NO. 77 C 580) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office (CRO) of the Securities and Ex- 
shange commission announced that on February 18, 
1977, the Commission filed a complaint in the United 


States District Court for the Northern District of 
Illinois against Louis H. Kapp, Jr. of West Plains, 
Wisconsin, KAPPCO, also known as Kapp Oil 
Recoveries, and James Evanos, also known as James 
Evegelatos and also known as Dimitrios Evegelatos 
of Schaumburg, Illinois, alleging violations of the 
registration and anti-fraud provisions of the Federal 
securities laws in connection with the offer and 
sale of fractional undivided working interests in oil 
and gas leases located in Southern Illinois. The 
complaint alleges that the defendants Louis H. Kapp, 
Jr., KAPPCO and James Evanos, in connection with 
the offer for sale and the sale of the securities, 
made false and misleading statements concerning, 
among other things, the transfer of fractional interests 
to the investors, the ownership of the leases by the 
defendants, the use of investors’ funds for a second- 
ary oil recovery project, and the risks involved in such 
a project, including the risk that the defendants might 
never accumulate sufficient funds to begin a second- 
ary recovery project or purchase fractional interests to 
transfer to all of the investors. 


The complaint seeks a preliminary and permanent 
injunction against the defendants prohibiting them 
from further violations of the registration and anti- 
fraud provisions of the Federal securities laws, and 
asks that the Court order the defendants to file 
an accounting of the sources and uses of funds from 
the sale of the securities. The complaint also asks the 
Court to retain jurisdiction to afford the Commission 
an opportunity to request further ancillary relief if 
the accounting indicates that further relief is ap- 
propriate. 
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SEE 
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Release No. 5814/March 10, 1977 
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